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DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 
Office  of  the  Secretary 
24  CFR  Subtitle  A 

[Docket  No.  N-92-3200;  FR-2968>N-03] 

HOPE  for  Homeownership  of  Single 
Family  Homes  Program;  Program 
Guidelines 

agency:  Office  of  the  Secretary,  HUD. 
action:  Program  guidelines. 

SUMMARY:  This  document  revises  HDD's 
guidelines,  published  on  February  4, 

1991  (56  FR  4458),  that  govern  the 
operation  of  the  HOPE  for 
Homeownership  of  Single  Family  Homes 
program  (HOPE  3)  that  provide  for 
homeownership  by  low-income  families. 
Included  in  the  amendments  is  a  new 
Part  III,  governing  planning  grants  under 
the  HOPE  3  program.  This  Part  was 
reserved  in  the  February  4, 1991 
publication.  The  amenchnents  take  effect 
immediately.  Elsewhere  in  today’s  issue 
of  the  Federal  Register,  HUD  is 
publishing  a  Notice  of  Fund  Availability 
for  the  HOPE  3  grant  program  and 
NOFAs  for,  and  notices  amending,  the 
other  two  HOPE  Grant  programs: 

HOPE  for  Public  and  Indian  Housing 

Homeownership  (HOPE  1);  and 
HOPE  for  Homeownership  of 

Multifamily  Units  (HOPE  2). 

The  HOPE  Grant  programs  are 
authorized  by  title  IV  of  the  Cranston- 
Gonzalez  National  Affordable  Housing 
Act  (NAHA)  (Pub.  L 101-625,  enacted 
November  28, 1990).  HOPE  is  an 
acronym  for  Homeownership  and 
Opportunity  for  People  Everywhere. 

The  purpose  of  the  HOPE  Grant 
programs  is  to  provide  homeownership 
opportimities  for  low-income  families 
and  individuals. 

The  authorizing  legislation  provides 
for  implementation  by  publication  of  a 
notice  for  immediate  effect.  Comments 
on  the  notice  published  on  February  4, 
1991  were  due  September  30, 1991.  HUD 
invites  public  comment  on  this  notice  of 
program  guidelines,  especially  on  the 
new  Part  III  for  planning  grants  and  on 
the  amendments  and  will  consider  the 
comments,  together  with  comments 
received  by  September  30,  in  developing 
the  Hnal  rule  for  the  program.  As 
required  by  the  statute,  HUD  will 
publish  the  Hnal  rule  within  eight 
months  from  today. 

DATES:  Effective  date:  January  14, 1992. 

Comment  due  date:  April  15, 1992. 

Those  sections  of  these  Guidelines 
that  contain  information  collection 
requirements  with  respect  to  planning 
grants  (Sections  310,  801,  and  805),  the 
new  Cash  and  Management  Information 


Systmn  (Section  740),  and  the 
Environmental  Procedures  and 
Standards  requirements  (Section  745) 
will  not  become  effective  until  the  Office 
of  Management  and  Budget  has 
approved  the  information  collection 
requirements  and  a  separate  notice  of 
that  fact  has  been  published  by  HUD  in 
the  Federal  Register. 

ADDRESSES:  Interested  persons  are 
invited  to  submit  comments  regarding 
these  guidelines  to  the  Offlce  of  the 
General  Counsel,  Rules  Docket  Clerk, 
room  10276,  Department  of  Housing  and 
Urban  Development,  451  Seventh  Street 
SW.,  Washii^ton,  DC  20410. 
Communications  should  refer  to  the 
above  docket  number  and  title.  A  copy 
of  each  communication  submitted  will 
be  available  for  public  inspection  and 
copsring  during  regular  business  hours 
(7:30  a.m.-5:30  p.m.  Eastern  Time)  at  the 
above  address.  Note  that  comments  on 
the  information  collection  requirements 
contained  in  sections  310, 801,  and  805 
that  relate  to  planning  grants,  section 
740  that  relate  to  the  new  Cash  and 
Management  Information  System,  and 
section  745  that  relate  to  the 
Environmental  Procedures  and 
Standards  requirements,  should  also  be 
forwarded  to  the  Office  of  Management 
and  Budget’s  Office  of  Information  and 
Regulatory  Affairs,  New  Executive 
Office  Building,  room  3001,  Washington, 
DC,  20303,  Attention:  Jenny  Main,  Desk 
Officer  for  HUD. 

FOR  FURTHER  INFORMATION  CONTACT: 

John  Garrity,  Office  of  Affordable 
Housing  Programs,  202-708-0324.  To 
provide  service  for  persons  who  are 
hearing-  or  speech-impaired,  this 
number  may  be  reached  via  TDD  by 
dialing  the  Federal  Information  Relay 
Service  on  1-600-877-TDDY,  1-800-877- 
8339,  or  202-708-9300.  Department  of 
Housing  and  Urban  Development,  room 
7158, 451  Seventh  Street  SW., 
Washington,  DC  20410.  (Telephone 
numbers,  other  than  "800”  TDD 
numbers,  are  not  toll-free.) 
SUPPLEMENTARY  INFORMATION:  The 
information  collection  requirements 
contained  in  sections  415, 801,  and  805 
of  these  amended  guidelines  that  relate 
to  implementation  grants  have  been 
approved  by  the  Office  of  Management 
and  Budget,  under  section  3504(h)  of  the 
Paperwork  Reduction  Act  of  1980  (44 
U.S.C.  3501-3520),  and  assigned  OMB 
control  number  2506-0119.  These 
guidelines  add  three  new  collection  of 
information  requirements  that  relate  to 
planning  grants  at  sections  310, 801,  and 
805  and  also  add  new  requirements 
related  to  the  Cash  and  Management 
Information  System  and  Environmental 
Procedures  and  Standards  at  sections 


740  and  745.  These  have  been  submitted 
to  OMB  for  expedited  review  under  the 
Paperwork  Reduction  Act  of  1980. 
Pending  approval  of  these  collections  of 
information  by  OMB  and  the  assignment 
of  an  OMB  control  number,  no  person 
may  be  subjected  to  a  penalty  for  failure 
to  comply  with  these  information 
collection  requirements.  Upon  approval 
by  OMB,  a  notice  containing  the  OMB 
approval  number  will  be  published  in 
the  Federal  Register.  Information  on 
these  new  requirements  is  provided  as 
follows: 

The  annual  public  reporting  burden 
for  the  information  collection 
requirements  contained  in  this  notice 
that  relate  to  planning  grants,  the  Cash 
and  Management  Information  System, 
and  Environmental  Procedures  and 
Standards  are  estimated  to  include  the 
time  for  reviewing  the  instructions, 
searching  existing  data  sources, 
gathering  and  maintaining  the  data 
needed,  and  completing  and  reviewing 
the  collection  of  information. 
Infomiation  on  the  estimated  public 
reporting  burden  is  provided  in  this 
document  under  the  heading.  Other 
Matters.  Comments  regarding  burden 
estimates  or  any  other  aspect  of  these 
collections  of  information,  including 
suggestions  for  reducing  the  burden, 
should  be  sent  by  February  13, 1992;  to 
the  Department  of  Housing  and  Urban 
Development,  Rules  Docket  Clerk,  at  the 
address  stated  above;  and  to  the  Office 
of  Information  and  Regulatory  Affairs, 
Office  of  Management  and  Budget,  New 
Executive  Office  Building,  room  3001, 
Washington,  DC  20503,  Attention:  Jenny 
Main,  Desk  Officer  for  HUD.  At  the  end 
of  the  public  comment  period  on  this 
notice,  the  Department  may  amend  the 
information  collection  requirements  set 
out  in  this  notice  to  reflect  public 
comments  or  OMB  comments  received 
concerning  the  information  collections. 

Summary  of  Amendments  to  HOPE  3 
Guidelines 

In  addition  to  the  addition  of  Part  III 
for  planning  grants  (and  miscellaneous 
conforming  amendments  throughout  the 
guidelines),  various  clarifications, 
technical  corrections,  and  a  few 
reorganizations,  HUD  has  made  the 
following  significant  changes  to  the 
guidelines  published  on  February  4, 
1991.  Potential  applicants  should  read 
the  entire  document  thoroughly. 

Part  /.  Purpose;  Summary;  and 
Relationship  to  Other  Programs 

Section  110(a)  has  been  amended  to 
give  guidance  on  the  applicability  of 
section  18  of  the  1937  Act,  with  respect 
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to  the  disposition  of  public  and  Indian 
housing. 

Section  110(b),  Termination  of  Section 
8  and  Other  Rental  Assistance,  has  been 
corrected  to  require  termination  of  all 
section  8  assistance,  not  just  project- 
based  section  8  assistance,  before  an 
eligible  family  acquires  an  ownership 
interest  in  an  eligible  property.  The 
HOPE  3  program  does  not  provide  for 
the  provision  of  any  rental  assistance 
for  homeowners. 

Part  11.  Definition 

The  definition  of  Applicant  has  been 
clarihed  by  noting  that  a  cooperative 
association  may  be  an  eligible  applicant 
only  for  property  it  proposes  to  acquire 
and  transfer  to  eligible  families. 

The  definition  of  Eligible  Property  has 
been  modiHed  to  permit  use  of 
condominium  units  in  developments 
containing  more  than  four  units  to 
qualify. 

The  definition  of  Eligible  Property  has 
also  been  modified  to  specify  that  the 
term  "State  or  local  government”  means 
any  entity  included  in  the  first  sentence 
of  the  definition  of  “public  body.”  Under 
section  446(4)  of  NAHA,  properties 
eligible  for  use  in  the  HOPE-3  program 
are  one-  to  four-unit  single  family 
properties  owned  or  held  by  HUD  and 
certain  other  designated  entities, 
including  "a  State  or  local  government.” 
Since  the  quoted  phrase  is  not  limited  by 
its  terms  to  general  purpose 
governments  (unlike  a  number  of  other 
HUD  program  statutes,  e.g.,  CDBG, 
HOME,  and  Steward  B.  McKinney 
Homeless  Assistance,  which  use  the 
terms  "unit  of  general  local  government” 
and  "general  purpose  political 
subdivision”)  and  since  the  Department 
desires  to  broaden  the  reach  of  the 
HOPE  3  program  to  the  most  suitable 
properties  available,  the  definition  has 
been  amended. 

This  construction  is  compatible  with  a 
listing  of  governmental  designations  in 
the  Government  Organization  report  for 
the  1987  Census  of  Governments 
published  by  the  Bureau  of  Census,  U.S. 
Department  of  Commerce,  which 
includes  special  purpose  governments 
and  subordinate  agencies  of  the  State  or 
local  governments.  (Although  not 
counted  as  a  separate  government  such 
agencies  are  classiHed  as  governmental 
designations  having  certain 
characteristics  of  governmental  imits.) 
The  amendment  to  the  deHnition  of 
“eligible  property”  in  the  Guidelines 
makes  clear  that  properties  held  by 
State  housing  finance  agencies  and 
other  public  bodies  are  part  of  the 
available  inventory  to  ensure  a  wide 
choice  in  selecting  the  most  suitable 
properties  for  the  program. 


The  definition  of  First-Time 
Homebuyer  has  been  clarified  to  state 
that  a  participant  in  a  homeownership 
program,  such  as  the  Mutual  Help  and 
Tui^ey  III  programs,  who  has  not  yet 
acquired  title  qualifies  as  a  first-time 
homebuyer. 

The  definition  of  Ownership  Interest 
has  been  amended  by  noting  that  mutual 
housing  is  eligible  only  to  the  extent  it 
provides  for  the  transfer  of  ownership 
interests  to  eligible  families.  Some  forms 
of  mutual  housing  do  not  give  occupants 
ownerships  rights,  such  as  an  equity 
stake  in  the  property  or  the  right  to  sell 
the  property  (or  shares  representing  the 
property,  as  in  cooperatives). 

The  definition  of  Private  Nonprofit 
Organization  has  been  amended  to 
require  that  it  be  a  tax  exempt  entity 
under  section  501(c)  of  the  Internal 
Revenue  Code  of  1986. 

Part  III.  Planning  Grants 

This  entire  part  is  new.  The  February 
4  guidelines  reserved  Part  III  for 
plaiming  grants. 

Part  IV.  Implementation  Grants 

Section  401(c),  Overall  Limitations, 
has  been  amended  to  limit  the  total 
amount  of  all  an  applicant’s 
implementation  grants  in  response  to 
any  one  NOFA  to  5  percent  of  the  total 
available  amount  for  implementation 
grants  under  the  NOFA,  instead  of  $1 
million  in  any  year  in  any  one  region. 

Section  401(c)(2)  permits  an  applicant 
to  apply  for  both  a  planning  grant  and 
an  implementation  grant  in  response  to 
any  one  NOFA.  If  an  applicant  submits 
applications  for  both  planning  and 
implementation  grants,  HUD  will  review 
the  application  for  an  implementation 
grant  first  to  determine  if  it  passes  all 
screening  and  threshold  requirements.  If 
the  application  does,  the  application  for 
a  planning  grant  will  not  be  processed.  If 
it  does  not  pass  all  screening  and 
threshold  requirements,  the  applicant's 
planning  grant  application  will  be 
processed. 

A  new  section  401(d),  Scope  of 
Program,  has  been  added  to  provide  that 
applications  which  identify  a  public 
body  (or  agency  or  instrumentality)  as 
the  entity  to  execute  the  grant 
agreement  may  only  propose  a  program 
to  be  carried  out  within  the  jurisdiction 
of  that  entity.  Applications  which 
identify  a  private  nonprofit  as  the  entity 
to  execute  the  agreement  may  propose  a 
program  to  be  carried  out  within  two  or 
more  jurisdictions.  No  application  may 
propose  a  program  to  be  carried  out  in 
more  than  one  State.  These  changes  are 
designed  to  simplify  program 
administration  and  avoid  questions 


about  the  legal  authority  of  applicants  to 
carry  out  their  programs. 

Section  405(a),  Limitations,  has  been 
amended  to  provide  that  only  costs 
incurred  on  or  after  the  effective  date  of 
the  grant  agreement  qualify  for  funding 
under  the  program. 

Section  405,  Eligible  Implementation 
Grant  Activities,  has  been  reorganized 
to  make  paragraph  (b)(3).  Financial 
Assistance  to  Homebuyers,  a  separate 
paragraph.  This  material  was  formerly 
under  paragraph  (b)(2).  The  new 
paragraph  (b)(3)  has  also  been 
expanded  to  clarify  the  scope  of  eligible 
activities. 

Section  405(b)(2)(iii)(A)  has  been 
amended  to  provide  that  the  cost  of 
acquisition  and  rehabilitation  paid  for 
from  grant  funds  or  from  matching  funds 
being  contributed  may  not  exceed  the 
cost  cap.  This  corrects  an  error  m  the 
February  4  guidelines. 

Section  405(b)(4),  Rehabilitation,  has 
been  amended  to  provide  that  the 
property  shall  be  rehabilitated  to  a  level 
that  makes  it  marketable  for 
homeownership  to  low-income  families 
(those  with  incomes  at  or  below  80 
percent  of  the  median  area  income). 
HUD  has  determined  that  assistance 
should  not  be  used  to  make  the  units 
marketable  to  families  with  income 
within  100  percent  of  the  median  area 
income,  as  was  permitted  in  the 
February  4  guidelines,  in  order  to  assist 
more  families  achieve  homeownership. 
HUD  has  dropped  the  provision 
encouraging  applicants  to  undertake 
rehabilitation  that  goes  beyond 
applicable  minimum  standards.  While 
this  is  still  permitted,  HUD  believes  that 
modest  rehabilitation  will  reduce 
program  costs  and  make 
homeownership  possible  for  more  low- 
income  families. 

Section  405(b)(9).  Replacement 
Reserves,  has  been  extensively  revised. 
A  single  replacement  reserve  for  all 
properties  under  a  recipient’s  program 
may  be  established.  The  rules  governing 
such  replacement  reserves  have  been 
revised  extensively  and  should  be 
reviewed  carefully  by  applicants. 

Section  405(b)(12).  Economic 
Development,  has  been  amended  to 
permit  only  those  activities  that  involve 
job  training  or  retraining  and  day  care 
costs  of  those  participating  in  HOPE  3- 
approved  job  training  and  retraining 
activities.  This  will  conserve  HOPE  3 
resources  and  make  assistance  for  more 
families  possible.  In  addition,  this 
section  has  been  amended  to  cap  the 
total  amount  of  planning  and 
implementation  grants  related  to  any 
one  homeownership  program  for 
economic  development  activities  to 
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$250,000,  consistent  with  the  policies 
under  the  HOPE  1  and  2  programs. 

Section  410(b](l)(i),  under  Matching 
Requirements  for  Implementation 
Grants,  has  been  certified  to  provide 
that  cash  contributions  must  be 
contributed  permanently  for  uses  under 
the  program  to  count  towards  the  match. 

Section  410(b)(1)  (iv)  and  (vi)  have 
been  added  to  clarify  computation  of  the 
match.  Clause  (iv)  provides  that  cash 
contributions  may  be  made  by  the 
applicant,  non-F^eral  public  entities, 
private  entities,  and  iiulividuals, 
including  program  income  from  a 
Federal  grant  earned  after  the  end  of  the 
award  period  if  no  Federal  requirements 
govern  their  disposition  (including 
UDAG  and  HoDAG  repayments).  Clause 
(vi)  provides  that  the  grant  equivalent  of 
a  below-market  interest  rate  loan  to  the 
homebuyer,  where  all  repayments, 
interest,  and  other  return  will  not  be 
permanently  contributed  to  the  HOPE 
program,  may  be  counted  as  a  cash 
contribution,  in  accordance  with 
specified  standards.  These  provisions 
were  taken  from  the  HOME  rule 
governing  match  requirements  for  that 
program. 

Section  410(b)fl}(v)  provides  that  cash 
contributions  may  also  be  made  towards 
the  match  from  sale  proceeds  from  the 
Turnkey  III  Homeuwnership  and  Mutual 
Help  programs  and  approved 
homeownership  programs  under  section 
5(h)  of  the  1937  Act.  Section 
410(b)(l)(vii)  clarifies  that  a  down 
payment  by  an  eligible  family  may  not 
count  towards  the  match  (since  it  is 
coimted  towards  a  family’s  equity  and. 
therefore,  cannot  be  considered  a 
permanent  contribution  to  the  program). 
Finally,  section  410(b)(l)(viii)  permits 
amounts  that  an  applicant  has  requested 
in  an  application  submitted  to  the 
Federal  Housing  Finemce  Board  for 
assistance  under  its  Affordable  Housing 
Program  to  count  towards  the  match,  so 
long  as  FHFB  approves  the  application 
before  the  date  HUD  approves  the 
HOPE  application. 

Section  410(b)(2),  Administrative 
Costs,  has  been  amended  to  state  that 
HUD  will  credit  a  contribution  for 
administrative  costs  from  non-Federal 
sources  in  an  amount  up  to  7  percent  of 
the  amount  of  the  implementation  grant 
for  purposes  of  the  match.  This  will 
simplify  program  administration  for 
recipients  and  HUD.  Since  no  more  than 
15  of  the  grant  amount  plus  any  match 
amounts  may  be  used  for  administrative 
costs,  if  a  recipient  requests  funding  for 
more  than  8  percent  of  the  grant  for 
administrative  costs,  if  a  recipient 
requests  funding  for  more  than  8  percent 
of  the  grant  for  administrative  costs,  the 
amount  credited  towards  the  match  will 


be  reduced  to  less  than  7  percent  to  stay 
within  the  15  percent  limitation.  In 
addition,  material  from  section  410(a) 
regarding  administrative  costs  has  b^n 
moved  to  diis  section. 

Section  410(b)(4).  Land  or  Other  Real 
Property,  has  been  amended  in  several 
respects  to  clarify  lAdiich  cost  caps  apply 
in  various  circumstances.  In  addition, 
vacant  lots  (onto  which  homes  will  be 
moved)  may  be  contributed  and  count 
towards  the  match  only  if  they  are  on 
existing  streets  served  with  utilities,  to 
avoid  excessive  costs  of  making 
contributed  lots  usable  under  the 
program. 

Section  410(b)(5),  Infrastructure,  has 
been  amended  to  provide  that  an 
infrastructure  investment  may  be 
counted  towards  the  match  only  if  it 
was  completed  after  the  date  that  is  12 
months  before  the  date  of  the  HUD 
notifrcation  to  the  applicant  of 
implementation  grant  approval.  This 
m^es  the  HOPE  program  substantially 
consistent  with  the  HOME  program.  The 
February  4  guidelines  permitted 
counting  infrastructure  expenditures 
only  if  they  were  made  after  the  date  of 
HUD  approval  of  the  application.  In 
accordance  with  section  410(c), 
contributions  for  eligible  activities  must 
generally  be  provided  within  four  years 
from  the  effective  date  of  the  grant 
agreement 

Section  410(b)(6),  Debt  Forgiveness, 
has  been  amended  to  clarify  the 
applicability  of  the  limitation  on  the 
amount  that  may  be  counted  towards 
the  match. 

Section  410(b)(7)(ii),  under  Other  In- 
Kind  Contributions,  has  been  amended 
to  increase  the  valuation  of  donated 
labor,  including  sweat  equity,  from  $5  an 
hour  to  $10  an  hour,  consistent  with 
recent  changes  to  HUD’s  Shelter  Plus 
Care  program.  This  section  has  also 
been  clarified  to  provide  that  sweat 
equity  may  be  counted  towards  the 
match  only  if  it  is  not  also  counted 
towards  a  family’s  equity. 

Section  410(b}(7)(iii)  has  been  added 
to  provide  guidance  in  the  case  of 
donated  materials  and  supplies. 

Section  410(c),  Other  Restrictions,  has 
been  amended  to  require  that 
contributions  towards  the  match  shall 
be  provided  no  later  than  the  deadline 
for  completion  of  program  activities 
except  Uiat  contributions  of  taxes,  fees, 
and  other  charges,  may  be  made  after 
the  deadline,  "nie  February  4  guidelines 
set  the  deadline  at  the  date  tlm  family 
acquired  the  homeownership  interest, 
except  for  counseling  and  training, 
which  HUD  has  determined  was  too 
rigid  a  rule  to  be  practical. 

Section  415(b)f2)(iil,  imder 
Applications  for  Implementation  Grants, 


has  been  added  to  provide  that,  where 
the  match  does  not  apply  to  an  IHA  in 
accordance  with  Section  410(d),  the 
application  shall  contain  a  certification 
that  the  IHA  has  not  received,  and  will 
not  receive,  amounts  under  title  I  of  the 
Housing  and  Community  Development 
Act  of  1974  for  the  fiscal  year  in  which 
HUD  obligates  the  HOPE  grant  funds. 

Section  415(b)(3)(iii)  is  new.  It  permits 
an  application  from  a  private  nonprofit 
organization  that  has  applied  for  tax 
exempt  status  under  section  501(c)  of 
the  Internal  Revenue  Code  of  1986  on  or 
before  the  date  of  application  to  be 
considered,  so  long  as  it  receives 
approval  before  the  effective  date  of  the 
grant  agreement. 

Section  415(b)(4),  Description  of 
Proposed  Homeownership  Program,  has 
been  amended  to  permit  completion  of 
program  activities  within  four  years 
(instead  of  three),  to  give  recipients 
additional  time  to  complete  program 
activities.  See,  also,  the  conforming 
change  in  Section  705. 

Section  415(b)(5),  Plan,  has  been 
amended  to  require  the  procedures 
described  in  the  application  established 
under  paragraph  (A)  for  the  selection  of 
eligible  families  to  provide  for  selection 
of  families  that  are  creditworthy  and 
have  the  financial  capacity  to  handle  the 
anticipated  costs  of  homeownership. 

Paragraph  (D)  has  been  corrected  The 
statute  requires  that  families  that  legally 
occupy  units  on  the  date  the 
implementation  grant  application  was 
submitted  to  HUD  be  given  a  preference 
The  guidelines  also  give  a  first 
preference  to  current  residents, 
consistent  with  the  law’s  prohibition  of 
displacement.  If  the  unit  occupied  by  a 
former  resident  on  the  date  the 
implementation  grant  application  was 
submitted  to  HUD  is  occupied  by  a 
current  resident,  a  vacant  unit  under  the 
program  shall  be  offered  to  the  former 
resident  at  the  earliest  possible  time. 

In  addition,  as  required  by  a  recent 
amendment  made  by  the  Departments  of 
Veterans  Affairs  and  Housing  and 
Urban  Development,  and  Independent 
Agencies  Appropriations  Act,  1992  (Pub. 
L.  102-139,  October  28, 1991),  paragraph 
(D)  has  been  amended  to  give  a  first 
prrference,  in  the  case  of  vacant 
properties,  to  otherwise  qualified 
eligible  families  who  reside  in  public  or 
Indian  housing  under  the  1937  Act.  The 
plan  will  also  include  such  measures  as 
may  be  necessary  to  inform  residents  of 
public  and  Indian  housing  developments 
of  this  preference,  such  as  informing 
RMCs,  RCs,  PHAs,  and  IHAs  or  taking 
other  appropriate  measures. 

Paragraph  (G)  has  been  amended  to 
clarify  that  a  family  may  permit  others 


Federal  Register  /  Vol.  57.  No.  9  /  Tuesday.  January  14,  1992  /  Rules  and  Regiilations 


1595 


to  rent  space  (such  as  a  basement  area 
or  a  spare  bedroom)  in  the  property 
occupied  by  the  family  as  its  principal 
residence.  Finally,  paragraph  (5)(ii)  has 
been  amended  to  require  the  application 
to  identify  the  organization  that  will 
carry  out  any  relocation. 

Section  415(b)(6).  Eligible  Property, 
has  been  amended  to  require  that  the 
application  anticipate  selection  of  at 
least  five  properties  under  the  program. 
Smaller  programs  would  require 
excessive  and  wasteful  administrative 
costs.  See,  also.  Section  420(b)(2)(i)). 

Section  415(b)(7),  Housing  (^ality 
Standards  Plan,  has  been  amended  to 
require  applicants  to  establish  written 
rehabilitation  standards,  consistent  with 
their  plans,  but  not  to  require 
submission  to  HUD. 

Section  415(b)(8),  Replacement 
Housing,  has  been  amended  to  provide 
that,  where  section  18  of  the  1937  Act 
applies,  the  HOPE  3  application  shall 
contain  an  application  under  section  18 
for  the  disposition  of  units  in  public  or 
Indian  housing  developments  (see,  also. 
Sections  110(a)  and  601(d)).  Applicants 
that  intend  to  utilize  their  HOPE  3  grant 
in  conjunction  with  a  section  5(h)  or  21 
HUD  homeownership  development  shall 
be  required  either  to  submit  as  part  of 
the  HOPE  3  application  package  a 
certification  of  compliance  wi&  an 
existing  section  5(h]  or  21  replacement 
housing  plan,  or  a  replacement  housing 
plan  under  section  5(h)  or  21.  Applicants 
should  consult  the  HOPE  3  application 
package  to  determine  whether  the 
proposed  homeownership  program  is 
subject  to,  or  exempt  from,  the 
requirements  of  section  18  (including  the 
requirement  for  a  replacement  housing 
plan),  or  whether  alternative 
requirements  (including  alternative 
replacement  housing  plan  provisions) 
are  applicable.  HOPE  assistance  may 
not  be  used  to  fund  replacement 
housing. 

Section  415(b)(10),  Management 
Entity,  has  been  clariHed.  The  February 
4  guidelines  required  the  application  to 
identify  and  describe  the  entity  that  will 
manage  the  property.  The  amended 
guidelines  permit  the  applicant  to  state 
that  it  intends  to  operate  and  manage 
the  property. 

Section  415(b)(12)(i)(A)  has  been 
amended  to  require  the  application  to 
demonstrate  that  the  monthly 
expenditure  for  principal,  interest,  taxes, 
and  insurance  (PITI)  by  an  eligible 
family  that  is  necessary  to  complete  the 
sale  for  the  initial  acquisition  of  a  unit 
be  no  less  than  20  percent  of  adjusted 
family  income.  The  initial  guidelines 
only  included  the  30  percent  ceiling,  and 
HUD  has  determined  that  families 
should  be  required  to  pay  a  certain 


minimum  amount  to  avoid  possible 
abuse.  HUD  may  approve  a  justified 
request  in  the  application  for  a  floor 
lower  than  20  percent  to  avoid  undue 
hardship  to  families,  such  as  where  the 
cost  of  utilities  is  high. 

Section  415(b)(12)(C)  has  been  added 
to  require  applicants  to  adopt  written 
standards  for  determining  monthly 
expenditures  under  the  affordability 
requirements,  but  not  to  require 
submission  to  HUD. 

Section  415(b)(16)(i)  has  been  clariHed 
to  state  that  an  authorized 
representative  of  the  public  official  who 
submits  the  CHAS  may  make  the 
certification  that  the  application  is 
consistent  with  the  CHAS. 

Section  415(b)(16)(ii)  has  been 
amended  to  delete  the  requirement  that 
an  IHA  demonstrate  that  its  proposed 
homeownership  program  is  consistent 
with  the  tribal  plan.  This  amendment 
will  simplify  the  program  for  entities 
that  lack  the  administrative  resources  to 
carry  out  detailed  planning. 

A  new  section  415(b)(20), 
Environmental  Certification,  has  been 
added.  The  application  must  contain  a 
certification  that  the  applicant  agrees  to 
comply  with  the  applicable 
environmental  laws  and  authorities  at 
24  CFR  50.4  and  that  it  will  comply  with 
other  specified  requirements.  HUD  has 
determined  that  an  environmental 
review  should  be  required  at  the  time 
that  each  property  is  being  considered 
for  use  under  the  program,  rather  than 
being  performed  before  HUD  approval 
of  the  implementation  grant,  when  only 
neighborhoods,  rather  than  specific 
properties,  are  likely  to  have  been 
identified.  This  new  requirement  is  a 
part  of  that  larger  policy  change. 

A  new  section  415(b)(21), 
Nonduplication  of  Funding,  has  been 
added  to  require  the  application  to 
contain  a  certification  that  the  applicant 
has  not  and  will  not  receive  assistance 
from  the  Federal  government,  a  State,  or 
a  unit  of  general  local  government,  or 
any  agency  or  instrumentality  thereof, 
for  activities  for  which  funding  is 
requested  in  the  application. 

Section  415(c),  Screening,  has  been 
clarified.  In  addition,  the  scope  of  the 
screening  has  been  modified  to  specify 
that  applications  that  fail  to  comply  with 
program  requirements  will  receive  no 
furffier  processing. 

Section  420,  Tlneshold  Review,  has 
been  changed  so  HUD  reviews  only  the 
experience  and  capacity  of  the  applicant 
and  the  feasibility  of  the 
homeownership  program.  The  threshold 
criteria  for  eligibility,  completeness,  and 
cost  limitations  have  been  deleted,  since 
they  will  be  screened  for  under  section 
420(c).  At  least  five  potentially  suitable 


properties  must  be  available.  The  earlier 
guidelines  just  required  a  “sufficient 
number  ” 

Section  425(a)(4),  the  rating  criterion 
entitled  Relationship  to  CHAS,  has  been 
amended  to  adjust  the  score  for 
applications  submitted  by  an  Indian 
tribe  or  IHA,  since  consistency  with 
neither  a  CHAS  nor  a  tribal  plan  is 
required. 

Section  425(a)(6),  the  rating  criterion 
entitled  MBE/VVEE  Goals,  has  been 
modified  to  provide  that,  in  determining 
the  extent  to  which  an  applicant 
demonstrates  a  firm  commitment  to 
promoting  the  use  of  minority  business 
enterprises  or  women-owned 
businesses,  HUD  will  especially 
consider  resident-owned  businesses. 

Section  425(a)(9),  the  rating  criterion 
entitled  Fair  Housing  Choice,  has  been 
amended  to  adjust  the  score  for 
applications  submitted  by  an  Indian 
tribe  or  IHA  when  those  entities  are 
covered  by  the  Indian  Civil  Rights  Act 
(see,  also,  section  505(a)(2)). 

Section  425(b).  Environmental  Review, 
has  been  deleted,  and  discussion  of 
environmental  procedures  has  been 
moved  to  a  new  section  745,  since  HUD 
will  carry  out  the  environmental  review 
when  recipients  consider  properties  for 
use  under  the  program,  not  at  the 
application  stage.  HUD  has  determined 
that,  since  some  environmental  laws 
and  authorities  require  approval  of 
specific  properties,  the  guidelines  should 
be  revised  to  delay  the  review  until  the 
time  properties  are  identified  for 
possible  use  under  the  program. 

Elsewhere  in  today’s  edition  of  the 
Federal  Register,  HUD  has  categorically 
excluded  the  approval  by  HUD  of  HOPE 
3  implementation  grant  applications 
fi'om  environmental  assessment  under 
the  National  Environmental  Policy  Act 
(NEPA),  because  of  the  lack  of  potential 
for  significant  environmental  impact 
(see  ffie  interim  rule  amending  24  CFR 
part  50).  However,  section  745  provides 
for  a  threshold  determination  as  to 
whether  review  will  be  required  under 
other  environmental  laws  and 
authorities.  Recipients  must  obtain  HUD 
approval  under  section  745  before 
acquiring  or  otherwise  carrying  out  any 
program  activities  with  respect  to  a 
specific  property. 

Section  425(b)(1)  has  been  clarified  by 
making  explicit  ffiat  HUD  will  review, 
and  may  adjust,  the  ratings  initially 
assigned  to  applications,  in  order  to 
ensure  consistency  among  Field  and 
Regional  Office  scores.  The  scoring 
system  in  section  425(b)(2)  has  been 
refined. 

Section  425(c),  Reduction  in 
Requested  Grant  Amoimts,  has  been 
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amended  to  clarify  that  HUD  may  not 
only  approve  an  application  for  an 
amount  lower  than  requested  but  may 
also  adjust  line  items  in  the  {Moposed 
budget  within  the  amounts  requested. 

Section  42S(d)  has  been  amended  to 
provide  that  HUD  will  cancel  approval 
of  the  application  if  commitments  for 
replacement  housing  are  not  provided  in 
a  reasonable  period  of  time. 

Section  425(e)(1),  under  Insufficient 
Approvable  Applications;  Reallocation, 
has  been  refined. 

Section  425(e)(2)  has  been  added  to 
provide,  as  an  alternative  reallocation 
procedure,  that  amounts  not  needed  to 
fimd  implementation  grants  may  be 
made  available  to  fund  planning  grants 
or  under  a  NOFA  inviting  applications. 

Part  V.  Other  Requirements 

Section  501,  Flood  Insurance  and 
Coastal  Barriers  Resources  Act,  has 
been  am«Kled  to  conform  to  the  revised 
procedure  for  compl}dng  with  applicable 
environmental  reqttirements. 

Section  505(c)(2),  under  Employment 
Opportunities,  as  published  on  Feluiiary 
4  stated  that  only  Indian  tribes  and 
IHAs  that  exercise  their  pow«s  of  self- 
government  were  subject  to  the 
requirements  of  the  Indian  Self- 
Determination  and  Education 
Assistance  Act.  This  is  incorrect;  the 
section  has  been  corrected  by  deleting 
the  incorrect  modifier  (“as  described  in 
section  505(a)(2)’*). 

Section  S06(d).  Minority  and  Women’s 
Business  Enterprises,  has  been  amended 
to  clarify  that,  in  the  case  of 
applications  submitted  by  Indian  tribes 
or  IHAs,  compliance  with  various 
requirements  concerning  minority  and 
women’s  business  enterprises  must  be 
consistent  with,  but  not  in  derogation  of, 
the  Indian  Self-Determination  and 
Education  Assistance  Act. 

Section  530,  Conflict  of  Interest,  has 
been  modified  to  provide  that  a  resident 
of  an  eligible  property  may  acquire  an 
ownership  interest  even  if  he  or  she 
would  otherwise  be  excluded  by 
paragraph  (a).  This  will  avoid  the  need 
for  processing  applications  for 
exceptions  to  paragraph  (a). 

Section  545  is  new.  Where  the 
applicant  is.  or  proposes  to  contract 
with,  a  primarily  religious  organization 
or  a  wholly  secular  organization 
established  by  a  primarily  religious 
organization,  the  organization  shall 
undertake  its  responsibilities  with 
respect  to  the  homeownership  program 
in  accordance  with  three  specified 
principles. 


Part  VI.  Grant  Agreement— Planning 
and  Implementation  Grants 

Section  601(c)  has  been  amended  to 
conform  with  the  revised  procedure  for 
determining  compliance  with  applicable 
environmental  requirements. 

Section  601(d)  has  been  modified  to 
provide  that  no  amounts  may  be  drawn 
down  with  respect  to  public  or  Indian 
housing  until  HUD  approves  an 
application  under  section  18  of  the  1937 
Act  and  inqilementing  regulations, 
approves  a  homeownership  application 
for  conversion  to  the  Turnkey  Ul  or 
Mutual  Help  program,  or  approves  a 
homeownership  application  for.  or 
request  for  conversion  to,  section  5(h)  or 
section  21  of  the  1937  Act. 

A  new  Section  601(e)  has  been  added 
stating  that  the  grant  agreement  wiU 
provi^  that  HUD  will  terminate  the 
grant  agreement  if  commitments  for 
replacement  housing  are  not  provided  in 
a  reasiMiable  period  of  time. 

Section  601(f)  has  been  clarified  to 
state  that  HUD  may  take  any 
appropriate  action  authorized  under  the 
grant  agreement  if  HUD  determines  the 
recipient  is  failing  to  carry  out  the 
program  as  required.  The  authority  for 
HUD  to  take  action  where  it  determines 
a  recipient  “is  likely  to  fail’’  has  been 
delet^.  Qi  reconsideration,  HUD  has 
determined  sanctions  should  be  imposed 
only  where  a  recipient  is  actually  failing 
to  comply  with  program  requirements, 
not  wlmre  HUD  believes  it  probably  will 
fail.  In  addition,  a  new  provision  has 
been  added  stating  that  failure  to 
provide  at  least  70  percent  of  the 
number  of  hcnneownership  opportunities 
proposed  in  the  aiq>lication  may  result 
in  HUD  taking  remedial  action, 
including  requiring  repayment  of  all  or 
part  of  the  grant.  This  will  help  assure 
that  the  approved  programs  result  in 
homeownerhip  opportunities  for  eligible 
families. 

Part  VII.  Implementation  of  Planning 
and  Implementation  Grants 

Section  701(c)  has  been  deleted,  since 
it  is  not  appropriate  for  HUD  to  provide 
tax  advice  to  (ffogram  recipients. 

Section  715,  Timdy  Homeownership, 
has  been  revised  to  require  properties  to 
be  tranrferred  to  eligible  families  within 
two  years  from  the  ^ective  date  of  the 
implementation  grant  agreement 
instead  of  one  year  from  the  date  of 
acquisition  of  ^  property.  This  will 
give  recipients  more  flexilnlity  and 
make  determination  of  compliance 
easier  since  all  properties  will  be 
subject  to  the  same  deadline. 

Section  720,  Restricticms  on  Resale  by 
Initial  Hcuneowners,  has  bemi 
reorganized.  'The  provisions  limiting  the 


equity  interest  that  an  initial 
homeowner  may  retain  from  sale  during 
the  first  six  years  of  homeownership  has 
been  moved  to  subsection  (c)  from 
paragraph  (b)(l)(ii)(B).  The  guidelines 
publish^  February  4, 1991  were 
structured  in  a  way  that  suggested  that 
the  resale  restrictions  during  the  first  six 
years  applied  only  where  the  family 
acquired  the  property  fm  less  than  fair 
market  value.  HUD  does  not  believe  this 
was  the  intent  of  Congress  and  has 
reorganized  the  section  accordingly  to 
remove  the  ambiguity. 

Para^ph  (a)(2).  Right  to  Purchase, 
has  been  amended  to  set  deadlines  for 
RMCs,  RCs,  and  cooperatives  that 
decide  to  purchase  units  fi'om 
homeowners.  Such  an  entity  would  have 
10  days  after  receiving  notice  of  a  firm 
contract  between  a  homeowner  and  a 
prospective  buyer  to  decide  whether  to 
exercise  its  prior  right  to  purchase  and 
60  additional  days  to  complete  closing  of 
the  purchase.  Where  a  PHA/IHA  or  the 
recipient  has  a  jHior  right,  it  would  be 
subject  to  the  same  deadlines. 

Paragraph  (b)(l)(i)  has  been  clarified 
regarding  how  tl^  amount  of  a 
promissory  note,  where  required,  is 
determinedL 

In  additicm,  paragraph  (c)  has  been 
amended.  HUD  has  determined  that  the 
inflation  adjustment  made  to  the  equity 
a  homeowner  has  in  the  property  should 
apply  to  equity  that  is  the  result  of 
sweat  equity.  Accordingly,  the 
guidelines  have  been  amended  to 
provide  that  the  contribution  to  equity 
paid  by  a  family  may  be  provided  in  the 
form  of  cash  or  the  value  of  sweat 
equity.  In  addition,  the  guidelines  now 
provide  that  the  value  of  any 
improvements  made  by  the  family 
during  the  time  it  owns  the  home 
includes  improvements  made  through 
sweat  equity.  Sweat  equity  was 
previously  excluded  for  purposes  of 
computing  inflation  adjustments  to  a 
family’s  equity.  Finally,  a  new 
paragrai^  (cK3)  has  been  added  to 
clarify  that  amounts  that  count  towards 
a  family’s  equity  may  not  also  count 
towards  the  match. 

A  new  Section  740  has  been  added 
which  describes  the  cash  and 
management  infcmnation  system  for  the 
HOPE  3  program. 

A  new  Section  745  has  been  added 
establishing  the  environmental 
procedures  and  standards  that  ^ply  to 
each  property  being  considered  for  use 
under  the  program,  as  described  in 
connection  widi  the  deletion  of  Section 
425(b). 
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Part  IX.  Waiver  Authority 

Section  901  has  been  amended  to 
delete  the  provisicm  that  HUD  will  not 
waive  deadlines  for  receipt  of 
applications.  The  policy  has  not 
changed,  but  the  guidelines  are  not  the 
appropriate  place  for  the  limit  on  HDD’s 
waiver  authority  since  the  deadline  is  in 
the  NOFA.  The  NOFA  states  this  policy. 


PartX.  Other  Matters 
Information  Collections 

HUD  has  submitted  the  collection  of 
information  requirements  for  the  new 
plaiming  grant  authority  undo*  this 
program,  for  the  new  Cash  and 
Management  Information  System,  and 
for  the  Environmental  Procedures  and 


Standards  requirements  to  OMB  for 
review  under  section  3504(h)  of  the 
Paperwork  Reduction  Act  of  1980. 
Information  on  these  requirements,  and 
the  implementation  grant  requirements 
approved  under  OMB  control  niunber 
2506-0119,  is  provided  as  follows: 


Description 

No.  of 
respoiKf- 
ents 

No  .  Of 
responses 
per 

respondent 

Total 

vwuai 

re¬ 

sponses 

Hours 

response 

Total 

Applicalioo— Planning  Grants  5  310 . .  . . . . 

400 

1 

400 

20 

8,000 

Application— Implementation  Grants  5415...._ . . . 

600 

1 

600 

42 

25.200 

Record  Keeping— Planning  Giants  I5  801  &  805_ . . . . . - . . . . . 

200 

1 

200 

8 

1.600 

Record  Keeping— Implementation  Grants*  $§801  &  805 . 

400 

1 

400 

40 

16.000 

Cash  A  Management  Intormation  System— Planning  Grants  $  740 . . . . . . 

200 

4 

800 

0.166 

133 

Cash  A  Management  Information  System— Impiamentation  Grants  $740 . . . 

100 

62 

6,200 

0.2 

1,240 

Environmental  Procedures  A  Standards  §  745 . - . - 

100 

23 

2.300 

3 

6,900 

59,073 

HUD  now  anticipates  100  respondents  tor  ttie  first  round  of  funding. 


Impact  on  the  Economy 

The  amendments  to  these  guidelines 
would  not  constitute  a  “major  rule”  as 
that  term  is  defined  in  section  l(b]  of  the 
Executive  Order  on  Federal  Regulations 
issued  by  the  President  on  February  17, 
1981.  An  analysis  of  the  guidelines 
indicates  that  it  would,  as  defined  by 
that  order,  not  have  (a)  an  annual  effect 
on  the  economy  of  $100  million  or  more; 
or  (2)  cause  a  major  increase  in  costs  or 
prices  for  consumers,  individual 
industries.  Federal,  State,  or  local 
government  agencies,  or  geo^aphic 
regions.  At  the  time  of  publication  of  the 
final  rule  for  the  program,  HUD  will 
update  its  regulatory  impact  analysis, 
based  on  any  comments  received. 

Environmental  Review 

A  Finding  of  No  Significant  Impact 
with  respect  to  the  environment  has 
been  made  in  accordance  with  HUD 
regulations  at  24  CFR  part  SO,  which 
implement  section  102(2)(C)  of  die 
National  Environmental  Pohcy  Act  of 
1969.  The  Finding  is  availaUe  fOT  public 
inspection  between  7:30  a.m.  and  5:30 
p.m.  weekdays  in  the  Office  of  the  Rules 
Docket  Clerk,  Office  of  the  General 
Counsel,  Department  of  Housing  and 
Urban  Development  Ro<Mn  10276, 451 
7ih  St..  SW,  Washington,  DC  20410. 

Impact  on  the  Family 

The  General  Counsel,  as  the 
designated  official  under  Executive 
Order  12606,  The  Family,  has 
determined  that  the  amendments  to  the 
guidelines  do  not  have  a  potential 
significant  impact  on  the  formation, 
maintenance,  and  general  well-being  of 
the  family.  Achievement  of 


homeownership  by  low-income  families 
in  the  program  under  the  guidelines,  as 
amended,  can  be  expected  to  support 
family  values,  by  helping  families 
achieve  security  and  independence;  by 
enabling  them  to  live  in  decent,  safe, 
and  sanitary  housing;  and  by  giving 
them  the  skills  and  means  to  live 
independently  in  mainstream  American 
society.  Since  the  impact  on  the  family 
is  beneficial,  no  further  review  is 
necessary. 

Federalism  Impact 

The  General  Counsel  has  also 
determined,  as  the  Designated  Official 
for  HUD  under  section  6(a)  of  Executive 
Order  12612,  Federalism,  that  the 
amendments  to  these  guidelines  are 
closely  based  on  statutory  requirements 
and  impose  no  significant  additional 
burdens  on  States  or  other  public 
bodies.  The  notice  does  not  affect  the 
relationship  between  the  Federal 
government  and  the  States  and  other 
public  bodies  or  the  distribution  of 
power  and  responsibilities  among 
various  levels  of  government  Therefore, 
the  policy  is  not  subject  to  review  under 
Executive  Order  12612. 

Semiannual  Agenda 

These  Guidelines  were  listed  as  item 
number  1332  in  the  Department's 
Semiannual  Agenda  of  Regulations 
published  at  56  FR  53380,  53392  on 
October  21, 1991  under  &cecutive  Order 
12291  and  the  Regulatory  Flexibility  Act. 

Impact  on  Small  Entities 

In  accordance  with  5  U.S.C.  605(b) 

(the  Regulatory  Flexibility  Act),  the 
Undersigned  hereby  certifies  that  the 


amendments  to  the  guidelines  would  not 
have  a  significant  economic  impact  on  a 
substantial  number  of  small  entities.  The 
guidelines,  as  amended  govern  the 
procedures  under  which  HUD  would 
make  assistance  available  to  applicants 
under  a  program  designed  to  provide 
homeownership  opportunities  to  low- 
income  families  and  individuals. 

Editorial  Note:  These  revised  program 
guidelines  will  appear  in  an  appendix  to 
subtitle  A  of  title  24  of  the  Code  of  Federal 
Regulations. 
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(b)  Dehnition  of  Reasonable  Period  of  Time 
720.  Restrictions  on  Resale  by  Initial 

Homeowners 

(a)  In  General 

(b)  Promissory  Note 

(cj  Limitation  on  Equity  Interest  an  Initial 
Homeowner  May  Retain  &om  Sale 
During  First  Six  Years 

(d)  Use  of  Amounts  a  Family  May  Not 
Retain 

725.  Use  of  Proceeds  from  Sales  to  Eligible 
Families 
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I.  Purpose;  Summary;  and  Relationship 
to  Other  Programs 

Section  101.  Purpose 

The  purpose  of  the  HOPE  3  program  is 
to  provide  homeownership  opportunities 
for  eligible  families  to  purchase  certain 
Federal,  State,  and  local  government- 
owned  single  family  properties  and  units 
in  scattered  site,  single  family  public 
and  Indian  housing  developments. 

Section  105.  Summary. 

HUD  will  make  a  planning  or 
implementation  grant  to  selected  eligible 
applicants  to  assist  them  in  developing 
and  carrying  out  homeownership 
programs  for  eligible  families.  Planning 
grants  are  for  the  purpose  of  developing 
the  capacity  of  recipients  and  to  assist 
them  in  preparing  implementation  grant 
applications.  A  recipient  will  use  its 
implementation  grant  to  acquire  eligible 
property  (unless  it  already  owns  the 
property),  fund  rehabilitation,  facilitate 
the  sale  of  eligible  properties  to 
homebuyers,  and  cover  other  eligible 
program  costs. 

Each  recipient  is  required  to  assure 
that  the  HOPE  implementation  grant  is 
matched  from  non-Federal  sources. 
(Certain  IHAs  may  be  exempt;  see 
410(d).)  Units  must  meet  specified 
housing  quality  standards,  and  eligible 
families  may  not  be  required  to  pay 
more  than  30  percent  of  adjusted  income 
per  month  for  principal,  interest,  taxes. 
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and  insurance  to  complete  a  sale  under 
the  program. 

Section  110.  Relationship  to  other 
programs. 

(a)  Applicability  of  Section  18  of  1937 
Act.  To  the  extent  eligible  property 
under  the  HOPE  3  program  is  a 
scattered  site,  single  family  pubUc  or 
Indian  housing  develc^nnenC  the 
requirements  of  section  18  of  the  1937 
Act  (including  the  requirement  for  a 
replacement  housing  plan)  ^all 
generally  govern  the  disposition  of 
public  or  Indian  housing.  However, 
under  certain  circumstances,  an 
applicant  that  wants  or  utilize  its  HOPE 
3  grant  in  conjunction  with  other  HUD 
homeownership  programs  (e.g..  Turnkey 
III,  Mutual  Help,  or  sections  5(h)  or  21  of 
the  1937  Act)  may  be  exempt  from  the 
requirements  of  section  18  altogether,  or 
may  be  permitted  to  document 
compliance  with  requirements  under 
other  HUD  homeownership  programs 
(including,  in  some  instances, 
replacement  housing  plans).  Applicants 
should  consult  the  HOI^  3  application 
package  to  determine  whether  the 
proposed  homeownership  program  is 
subject  to,  or  exempt  from,  the 
requirements  of  section  18,  or  whether 
alternative  requirements  (including 
alternative  replacement  housing  plan 
provisions)  are  applicable. 

(b)  Termination  of  Section  8  and 
Other  Rental  Assistance.  Section  8  and 
other  rental  assistance  shall  be 
terminated  before  an  eligible  family 
acquires  an  ownership  interest  in  an 
eligible  property. 

(c)  Modernization.  HUD  may  not 
m^e  available  modernization 
assistance  under  section  14  of  the  1937 
Act  with  respect  to  a  public  or  Indian 
housing  unit  after  the  date  the  PHA/IHA 
transfers  title  in  accordance  with  a 
HOPE  3  homeownership  program. 

(d)  Continuation  of  Annual 
Contributions.  Notwithstanding  sale  of  a 
public  or  Indian  housing  development 
by  a  PHA/IHA  under  the  HOPE  3 
program,  HUD  shall  continue  to  pay  any 
annual  contributions  still  payable, 
subject  to  section  5(a)  of  the  1937  Act 

(e)  Operating  Subsidies.  HUD  may  not 
provide  operating  subsidies  under 
section  9  of  the  1937  Act  with  respect  to 
a  public  or  Indian  housing  unit  after  the 
date  the  HiA/IHA  transfers  title  in 
accordance  with  a  HOPE  3 
homeownership  program. 

(f)  Variations  to  FHA  Single  Family 
Mortgage  Insurance  Programs.  (1)  All 
regulatory  requirements  and 
underwriting  procedures  established  for 
the  FHA  single  family  mortgage 
insurance  programs  shall  a{^ly,  except 


for  the  changes  described  in  paragraph 
(f)  of  this  section. 

(2)  In  the  single  family  FHA  mortgage 
insurance  programs  there  is  a 
requirement  for  a  down  pa}rment  by  the 
mortgagor  in  cash  or  the  equivalent. 

Since  a  recipient  under  the  HOPE  3 
program  may  provide  the  down  payment 
for  the  eligible  family/mortgagor, 
section  429  of  NAHA  amended  section 
203(b)(9)  of  the  National  Housing  Act  to 
provide  that  the  required  down  payment 
may  be  paid  by  a  corporation  or  person 
other  than  the  mortgagor  if  the  mortgage 
covers  a  unit  under  the  HOPE  program. 
Therefore,  the  regulations  at  24  CFR 
203.19(b),  203.32(b),  234.28(c)  and 
234.55(b)  were  amended  by  an  interim 
rule  published  on  February  4, 1991,  56 
FR  4476.  These  amendments  provide 
that  a  mortgagor  being  assisted  in  the 
purchase  of  a  housing  unit  in  connection 
with  the  HOI^  program  may  obtain  a 
loan  for  the  down  payment  from  a 
corporation  or  another  person  under 
conditions  satisfactory  to  HUD.  In 
addition,  a  second  mortgage  may  be 
placed  against  the  property  even  though 
the  entity  holding  a  second  mortgage  is 
not  a  Federal,  State,  or  local  government 
agency,  if  the  mitity  is  designated  in  the 
homeownership  plan  of  an  applicant  for 
an  implementation  grant  under  the 
HOPE  programs. 

II.  Definitions 

1837 Act  The  United  States  Housing 
Act  of  1937. 

Administrative  costs.  Administrative 
costs  that  are  reasonable  and  necessary, 
as  described  in  and  valued  in 
accordance  with  0MB  Circular  A-87  or 
A-122,*  as  applicable,  incurred  by  a 
recipient  in  carrying  out  a 
homeownership  program  under  this 
notice.  For  purposes  of  complying  with 
the  15  percent  limitation  in  Section 
405(b)(5),  administrative  costs  do  not 
include  the  costs  of  activities  which  are 
separately  eligible  under  Section  405  or 
Section  410. 

Applicant.  A  private  nonprofit 
organization;  a  cooperative  association; 
or  a  public  body  (including  a  PHA,  an 
IHA,  and  an  agency  or  instrumentality 
of  a  public  body)  in  cooperation  with  a 
private  nonprofit  organization.  A 
cooperative  association  may  be  an 
eligible  applicant  only  for  eligible 
property  it  proposes  to  acquire  and 
transfer  ownership  interests  in  to 
eligible  families  under  a  homeownership 
program. 

CHAS.  A  comprehensive  housing 
affordability  strategy  under  section  105 
of  NAHA.  See  24  CFR  part  91. 


>  See  Section  510(b)  concerning  the  availability  of 
OMB  Circulars. 


Cooperative  association.  An 
association  organized  and  existing 
under  applicable  State  and  local,  or 
tribal,  law  primarily  for  the  purpose  of 
acquiring,  owning,  and  operating 
housing  for  its  members  or  shareholders, 
as  applicable. 

Displaced  homemaker.  An  individual 
who — 

(a)  is  an  adult; 

(b)  has  not  worked  full-time  full-year 
in  the  labor  force  fw  a  number  of  years 
(at  least  two)  but  has,  during  such  years, 
worked  primarily  without  remuneration 
to  care  for  the  home  and  family;  and 

(c)  is  unemployed  or  imderemployed 
and  is  experiencing  difficulty  in 
obtaining  or  upgrading  emplo3nnent. 

Eligible  family.  A  low-income  family 
who  is  a  first-time  homebuyer. 

Eligible  property.  A  single  family 
property,  containing  no  more  than  four 
units,  that  is  owned  or  held  by  HUD,  the 
Secretary  of  Veterans  Affairs,  the 
Secretary  of  Agriculture,  the  Resolution 
Trust  Corporation,  a  State  or  local 
government  (including  any  in  rem 
property),  or  a  PHA/IHA.  Hiis  definition 
includes  a  condominium  unit  and 
scattered  site  single  family  public 
housing  and  properties  held  by 
institutions  within  the  jurisdiction  of  the 
Resolution  Trust  Corporation.  A 
cooperative  imit  shall  be  located  in  a 
cooperative  development  containing  no 
more  than  four  units  to  qualify  as 
eligible  property  under  the  HOPE  3 
program.  In  the  case  of  two-  to  four-unit 
property,  only  prq^erty  that  may  be 
divided  so  each  unit  may  be  acquired  by 
an  eligible  family  is  eligible.  Only 
property  that  is  debt  fiee  and  has  an 
otherwise  clear  title  on  the  date  it  is 
acquired  by  the  recipient  or  other  entity 
for  transfer  to  eligible  families  is 
eligible.  For  purposes  of  this  definition, 
the  term  State  or  local  government 
means  any  entity  included  in  the  first 
sentence  of  the  definition  of  public 
body. 

First-time  homebuyer.  An  individual 
and  his  or  her  spouse  (if  any)  who  have 
not  owned  a  home  during  the  3-year 
period  before  purchase  of  a  home  with 
assistance  under  the  HOPE  3  program, 
except  that — 

(a)  Any  individuzd  who  is  a  displaced 
homemaker  may  not  be  excluded  from 
consideration  on  the  basis  that  the 
individual,  vriiile  a  homemaker,  owned  a 
home  with  his  or  her  spouse  or  resided 
in  a  home  owned  by  the  spouse; 

(b)  A  participant  in  a  program  such  as 
the  Mutual  Help  or  Turnkey  III  progrEun 
under  the  1937  Act  vriio  has  not  yet 
acquired  title  qualifies  as  a  first-time 
homebuyer;  and 
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(c)  Any  individual  who  is  a  single 
parent  may  not  be  excluded  from 
consideration  as  a  first-time  homebuyer 
on  the  basis  that  the  individual,  while 
married,  owned  a  home  with  his  or  her 
spouse  or  resided  in  a  home  owned  by 
the  spouse. 

Homeownership  program.  A  program 
for  homeownership  meeting  the 
requirements  under  this  notice.  The 
program  shall  provide  for  acquisition  by 
eligible  families  of  ownership  interests 
in  the  units  in  an  eligible  property  under 
an  ownership  arrangement  approved  by 
HUD  under  this  notice,  for  occupancy  by 
the  eligible  families.  All  eligible 
properties  shall  be  acquired  by  eligible 
families. 

HUD.  The  United  States  Department 
of  Housing  and  Urban  Development. 

IHA.  An  Indian  housing  authority, 
which  means  any  entity  that — 

(a]  Is  authorized  to  engage  in  or  assist 
in  the  development  or  operation  of  low- 
income  housing  for  Indians;  and 

(b)  Is  established  (1)  by  exercise  of 
the  power  of  self-government  of  an 
Indian  tribe  independent  of  State  law;  or 
(2)  by  operation  of  State  law  providing 
specifically  for  housing  authorities  for 
Indians,  including  regional  housing 
authorities  in  Alaska. 

Indian  housing  development.  An 
Indian  public  housing  project  under  the 
1937  Act. 

Low-income  family  A  family  or 
individual  that  qualiHes  as  a  low-income 
family  under  24  CFR  part  913  (where  the 
recipient  is  a  PHA/IHA,  RMC),  part  813 
(unless  the  recipient  is  a  PHA/IflA, 
RMC,  or  RC),  or  part  905  (for  Indian 
housing),  as  appropriate.  NAHA 
changed  the  term  lower  income  family 
to  low-income  family;  these  terms  have 
the  same  meaning.  In  general,  24  CFR 
parts  813, 913,  and  905  define  the  term 
lower  income  family  as  a  family  whose 
annual  income  does  not  exceed  80 
percent  of  the  median  income  for  the 
area,  as  determined  by  HUD  with 
adjustments  for  smaller  and  larger 
families.  HUD  may  establish  income 
limits  higher  or  lower  than  80  percent  of 
the  median  income  for  the  area  on  the 
basis  of  its  finding  that  such  variations 
are  necessary  because  of  the  prevailing 
levels  of  construction  costs  or  unusually 
high  or  low  family  incomes. 

NAHA.  The  Cranston-Gonzalez 
National  Affordable  Housing  Act,  Public 
Law  101-625. 

NOFA.  Notice  of  Fund  Availability. 

Nonprofit  organization.  Any  nonprofit 
organization  that — 

(a)  Is  organized  and  existing  pursuant 
to  Federal,  State,  local,  or  tribal  law; 

(b)  Has  no  part  of  its  net  earnings 
inuring  to  the  benefit  of  any  individual, 
corporation,  or  other  entity; 


(c)  Has  a  voluntary  board; 

(d)  Has  an  accounting  system  or  has 
designated  a  fiscal  agent  in  accordance 
with  requirements  established  by  HUD; 
and 

(e)  Practices  nondiscrimination  in  the 
provision  of  assistance. 

Ownership  interest.  Ownership  by  an 
eligible  family  by  fee  simple  title  to  a 
unit  in  an  eligible  property  (including  a 
condominium  unit),  ownership  of  shares 
of  or  membership  in  a  cooperative,  or 
another  form  of  ownership  proposed 
and  justified  by  the  applicant  and 
approved  by  HUD.  The  ownership 
interest  may  be  subject  only  to  (a)  the 
restrictions  on  resale  required  or 
approved  under  section  720;  (b) 
mortgages,  deeds  of  trust,  or  other  liens 
or  instruments  securing  debt  on  the 
property  as  approved  by  HUD;  or  (c) 
any  other  restrictions  or  encumbrances 
which  do  not  impair  the  good  and 
marketable  nature  of  title  to  the 
ownership  interest.  Mutual  housing  is 
eligible  only  to  the  extent  it  provides  for 
the  transfer  of  ownership  interests  to 
eligible  families. 

PHA.  A  public  housing  agency,  which 
means  any  State,  county,  municipality, 
or  other  governmental  entity  or  public 
body  (or  agency  or  instrmentality 
thereof)  which  is  authorized  to  engage  in 
or  assist  in  the  development  or 
operation  of  low-income  housing. 

Private  nonprofit  organization.  A 
nonprofit  organization  that  is  privately 
controlled  and  that  is  a  tax  exempt 
entity  under  section  501(c)  of  the 
Internal  Revenue  Code  of  1986.  For 
purposes  of  this  requirement,  private 
nonprofit  organizations  shall  have 
governing  bodies  which  are  controlled 
51  percent  or  more  by  private 
individuals  who  are  acting  in  a  private 
capacity.  For  purposes  of  this  provision, 
an  individual  is  considered  to  be  acting 
in  a  private  capacity  if  the  individual  is 
not  legally  bound  to  act  on  behalf  of  a 
public  body  (including  the  applicant  or 
recipient),  and  is  not  being  paid  by  a 
public  body  (including  the  applicant  or 
recipient)  while  performing  functions  in 
connection  with  the  nonprofit 
organization. 

Public  body.  Any  State  of  the  United 
States;  any  city,  county,  town,  township, 
parish,  village,  or  other  general  purpose 
political  subdivision  of  a  State;  the 
Commonwealth  of  Puerto  Rico,  the 
District  of  Columbia,  Guam,  the 
Northern  Mariana  Islands,  the  Virgin 
Islands,  American  Samoa,  the  Federated 
States  of  Micronesia  and  Palau,  the 
Marshall  Islands,  or  a  general  purpose 
political  subdivision  thereof;  any  Indian 
tribe,  as  defined  in  title  I  of  the  Housing 
and  Community  Development  Act  of 
1974;  any  public  agency  or 


instrumentality  of  any  of  the  foregoing 
jurisdictions  which  is  created  by  or 
pursuant  to  State  or  local,  or  tribal,  law 
and  for  which  the  applicable  jurisdiction 
has  agreed  to  accept  financial 
responsibility  in  the  event  of  any 
noncompliance  or  liability  under  the 
HOPE  3  program;  and  any  PHA  or  IHA. 
For  purposes  of  this  definition,  an 
organization  which  meets  the 
requirements  of  paragraphs  (a)  and  (b) 
of  the  definition  of  nonprofit 
organization,  but  is  controlled  51  percent 
or  more  by  public  officials  acting  in  their 
official  capacities,  may  qualify  as  a 
public  body. 

Public  housing  development.  A  public 
housing  project  under  the  1937  Act. 

RC.  A  resident  council,  which  means 
any  incorporated  non-profit  organization 
or  association  that — 

(a)  Is  representative  of  the  residents 
of  the  eligible  property; 

(b)  Adopts  written  procedures 
providing  for  the  election  of  specific 
officers  on  a  regular  basis  (but  at  least 
once  every  three  years);  and 

(c)  Has  a  democratically  elected 
governing  board,  elected  by  the 
residents  of  the  eligible  property,  the 
voting  membership  of  which  consists  of 
residents  of  the  property. 

Recipient.  An  applicant  approved  to 
receive  a  grant  imder  this  notice  or  such 
other  entity  specified  in  the  HUD- 
approved  application  that  will  assume 
the  obligations  of  the  recipient  under 
this  notice. 

RMC.  A  resident  management 
corporation  that  proposes  to  enter  into, 
or  enters  into,  a  management  contract 
for  eligible  property  and  that — 

(a)  Is  a  nonprofit  organization  that  is 
incorporated  under  the  laws  of  the  State 
or  tribe  in  which  it  is  located; 

(b)  May  be  established  by  more  than 
one  resident  organization  or  RC,  so  long 
as  each  such  organization  or  RC  (1) 
approves  the  establishment  of  the  RMC 
and  (2)  has  representation  on  the  board 
of  directors  of  the  RMC: 

(c)  Has  an  elected  board  of  directors; 

(d)  Has  by-laws  that  require  the  board 
of  directors  to  include  representatives  of 
each  resident  organization  or  RC 
involved  in  establishing  the  corporation; 

(e)  Provides  that  its  voting  members 
are  residents  of  the  eligible  property  it 
manages  or  will  manage  under  a 
homeownership  program  and  of  any 
other  property  or  public  or  Indian 
housing  developments; 

(f)  Is  approv^  by  the  RC;  if  there  is 
no  RC,  a  majority  of  the  households  of 
the  eligible  property  shall  approve  the 
establishment  of  an  RC  to  determine  the 
feasibility  of  establishing  a  corporation 
to  manage  the  property;  and 
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(g)  May  serve  as  both  the  RMC  and 
the  RC,  so  long  as  the  RMC  qualihes  as 
an  RC. 

Single  parent.  An  individual  who— 

(a)  Is  unmarried  or  legally  separated 
from  a  spouse;  and 

(b] [l)  Has  one  or  more  minor  children 
for  whom  the  individual  has  custody  or 
joint  custody;  or  [2]  is  pregnant. 

III.  Planning  Grants 

Section  301.  Planning  grants. 

(a)  General  authority.  (1)  HUD  will 
make  HOPE  3  planning  grants  to 
applicants  for  the  purpose  of  developing 
HOPE  3  homeownership  programs. 

(2]  Planning  grants  will  assist  an 
applicant  to  establish  or  increase  its 
capacity  to  apply  for  and  carry  out  a 
HOPE  3  homeownership  program. 

(3)  HUD  shall  select  applications 
based  on  a  national  competition. 

(b)  Overall  limitations.  (1)  An 
applicant  may  apply  for  a  planning  grant 
and  an  implementation  grant  in 
response  to  any  one  NOFA.  An 
applicant  that  has  previously  received  a 
HOPE  3  implementation  grant  is  not 
eligible  for  a  HOPE  3  planning  grant.  If 
an  applicant  submits  applications  for 
both  planning  and  implementation 
grants,  HUD  will  review  the  application 
for  an  implementation  grant  first  to 
determine  if  it  passes  all  screening  and 
threshold  requirements.  If  the 
application  does,  it  will  be  processed 
(and  the  application  for  a  planning  grant 
will  not  be  processed).  If  it  does  not 
pass  all  screening  and  threshold 
requirements,  the  applicant’s  planning 
grant  application  will  be  processed 
instead. 

(2)  The  amount  of  a  planning  grant 
imder  this  section  may  not  exceed 
$100,000. 

(3)  Activities  under  a  plaiming  grant 
shall  be  carried  out  within  12  months  of 
the  effective  date  of  the  planning  grant 
agreement. 

Section  305.  Eligible  planning  grant 
activities. 

Planning  grants  may  be  used  for  the 
reasonable  costs  of  only  the  following 
eligible  activities  necessary  to  develop 
homeownership  programs.  No  additional 
activities  may  be  approved.  Only  costs 
incurred  on  or  after  the  efiective  date  of 
the  grant  agreement  qualify  for  funding 
under  the  program.  HUD  invites 
comments  on  whether  the  final  rule 
should  permit  HUD  to  approve  other 
activities  than  those  in  the  following  list. 
Specific  examples  of  activities  that  the 
commenter  believes  are  appropriate  for 
funding  from  a  HOPE  3  planning  grant 
but  would  not  qualify  under  this  section 
should  be  included  in  the  comment. 


(a)  Assessing  stock  of  eligible 
properties.  Assessing  the  availability  on 
an  ongoing  basis  of  eligible  properties  of 
the  appropriate  condition,  t^e,  and 
price  in  specific  neighborhoods  or  areas 
to  implement  a  homeownership 
program.  For  example,  planning  grants 
may  be  used  to  fund  the  costs  of 
obtaining  and  analyzing  lists  of 
potentially  eligible  properties  from 
appropriate  Federal,  State,  and  local 
agencies  and  inspecting  representative 
properties.  Technical  studies  to  evaluate 
environmental  problems  and  to 
determine  whether  mitigation  is  feasible 
are  eligible. 

(b)  Training  of  and  technical 
assistance  to  applicants.  Training  of  and 
technical  assistance  to  applicants 
related  to  development  of  a  specific 
homeownership  program.  This  may 
cover,  for  example,  such  activities  as 
provi^ng  guidance  to  the  applicant  in 
establishing  cooperative,  condominium, 
and  other  homeownership  entities,  and 
examining  alternative  approaches  for 
carrying  out  a  homeownership  program. 
Training  and  technical  assistance  may 
only  be  provided  by  qualified  entities 
other  than  the  applicant 

(c)  Feasibility  studies.  Studies  of  the 
feasibility  of  a  specific  homeownership 
program,  including  whether  the  program 
can  be  designed  to  meet  the 
affordability  standards  under  section 
415(b)(12]  and  achieve  financial 
feasibility. 

(d)  Preliminary  architectural  and 
engineering  work.  Preliminary 
architectural  and  engineering  work, 
including  developing  estimates  of  the 
amount  of  work  necessary  to  support 
rehabilitation  of  a  typical  iinit  that  may 
be  acquired  by  an  eligible  family  imder 
the  program  and  other  cost  estimates  to 
be  included  in  a  HOPE  3  implementation 
grant  application. 

(e)  Identification  of  counseling  and 
training  curricula  and  sources.  (1) 
Identification  of  course  curricula  and 
sources  that  can  provide  homebuyer  auid 
homeowner  counseling  and  training, 
including  such  subjects  as  personal 
financial  management,  home 
maintenance,  home  repair,  construction 
skills  (to  the  extent  appropriate, 
especially  where  eligible  families  will  do 
some  of  &e  rehabilitation  (“sweet 
equity*’]],  and  general  rights  and 
responsibilities  of  a  homeowner. 

(2]  Where  the  application  indicates 
that  the  applicant  intends  to  identify 
particular  occupied  units  in  eligible, 
scattered  site  public  or  Indian  housing 
developments  to  be  used  for  cooperative 
or  condominium  homeownership  under 
the  HOPE  3  program,  counseling  and 
training  of  potential  homebuyers. 


(f]  Economic  development  planning. 

(1]  Planning  for  economic  development 
activities  that  are  eligible 
implementation  grant  activities  under 
section  405(b](12]. 

(2]  The  application  shall  demonstrate 
that  the  proposed  activities  are  directly 
related  to  implementation  of  the 
homeownership  program,  and  describe 
how  these  activities  promote  self- 
sufficiency. 

(g]  Security  plans.  Development  of 
security  plans.  'This  activity  may  cover, 
where  applicable,  assessing  the  need  for 
the  hiring  of  security  personnel  and 
creating  tenant  patrols,  for  negotiating 
agreements  with  local  law  enforcement 
agencies,  and  for  providing  security 
systems. 

(h]  Application  for  an  implementation 
grant.  Operation  of  an  application  for 
an  implementation  grant  under  section 
415  of  this  notice. 

(i]  Administrative  costs. 
Administrative  costs  necessary  to  carry 
out  the  eligible  activities  specified  in  the 
approved  application. 

Section  310.  Applications  for  planning 
grants. 

(a]  NOFA.  An  application  for  a 
planning  grant  shall  be  submitted  by  an 
applicant  in  accordance  with  this  notice 
and  the  NOFA.  The  NOFA  advises 
potential  applicants  how  to  obtain  an 
application  package  and  establishes 
deadlines  and  other  requirements  for 
submission  of  applications.  The  NOFA 
also  informs  each  applicant  that  it  may 
request  information  and  guidance  from 
HUD  about  program  requirements  and 
preparation  of  Ae  application. 

(b]  Application  contents.  Each 
application  shall  contain  the  information 
required  by  the  application  package, 
including  at  least  Ae  following  items. 

(1]  Request  for  planning  grant  The 
application  shall  contain  (i]  the  amount 
of  the  grant  requested;  (ii]  a  reasonable 
schedule  for  completing  die  activities, 
but  in  no  case  may  activities  extend 
beyond  12  months;  and  (iii]  a  description 
of  the  type  and  number  of  personnel 
necessary  to  complete  the  activities. 

(2]  Proposed  activities.  The 
application  shall  specify  the  proposed 
activities  in  sufficient  detail  to  permit 
HUD  to  determine  if  the  planning  grant 
activities  are  eligible  and  feasible. 

(3]  Qualifications  and  experience  of 
applicant  (i]  The  application  shall 
describe  the  applicant  and  contain  a 
statement  of  its  qualifications,  including 
qualifications  and  experience  in 
providing  housing  for  low-income 
families. 

(ii]  If  two  or  more  entities  join  in 
submitting  an  application,  such  as  a 
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public  body  in  cooperation  with  a 
private  nonprofit  organization  or  two 
private  nonprofit  organizations,  the 
application  shall  specify  which  entity 
will  assume  legal  responsibility  as  the 
recipient  and  execute  the  grant 
agreement  The  application  shall  include 
a  c(^y  of  the  written  agreement 
between  the  entities  that  delineates 
their  respective  roles. 

(iii)  An  application  from  a  private 
nonprofit  organization  that  has  applied 
for  tax  exempt  status  under  section 
501(c)  of  the  Internal  Revenue  Code  of 
1986  on  or  before  the  date  of  application 
may  be  considered  so  long  as  the 
organization  is  approved  before  the 
effective  date  of  the  grant  agreement. 

(4)  Eligible  properties  and  families,  (i) 
The  application  shall  identify  the 
govemmental  entity  that  currently  owns 
or  holds  eligible  properties  likely  to  be 
involved  in  a  homeownership  program 
in  the  general  locations  proposed  in  the 
applications. 

(ii)  The  application  shall  describe  the 
composition  of  the  potential  homebuyers 
and  residents  likely  to  participate, 
including  family  size  and  income,  and 
racial,  edinic,  and  gender  characteristics 
as  required  by  HUD. 

(iii)  Hie  application  shall  describe  the 
general  locations  fiom  which  the 
applicant  expects  to  identify 
neighborhoods  containing  properties  to 
be  acquired  under  the  program  and 
describe  the  racial  and  etl^c 
characteristics  of  residents  of  the 
general  locations  or,  if  the  application 
identifies  specific  neighborhoods,  of  the 
neighborhoods.  The  application  shall 
propose  to  identify  at  least  10  properties 
in  each  general  location  which  would  be 
eligible  for  use  under  the  program. 

(iv)  The  application  shall  demonstrate 
that  at  least  10  eligible  properties  would 
be  available  for  use  under  the  program. 

(5)  CHAS  certification,  (i)  The 
application  shall  contain  a  certification 
by  the  public  official,  or  his  or  her 
authorized  representative,  who  submits 
the  Comprehensive  Housing 
Affordability  Strategy  (CHAS)  that  the 
proposed  activities  are  consistent  with 
the  approved  CHAS  of  the  State  or  unit 
of  general  local  government  within 
which  the  homeownership  program 
would  be  located.  Where  the  program 
will  be  carried  out  in  more  than  one  unit 
of  general  local  government  with  a 
CHAS,  a  certification  firom  each  shall  be 
included. 

(ii)  Paragraph  (b)(5)(i)  of  this  section 
shall  not  apply  to  an  application 
submitted  by  an  Indian  tribe  or  IHA. 
Indian  tribes  and  IHAs  are  not  included 
in  the  definition  of  a  “jurisdiction,”  the 
entity  charged  with  submitting  a  CHAS. 
HUO  has  concluded  that  Indian  tribes 


and  IHAs  need  not  submit  a  CHAS  and 
need  not  submit  a  certification  of 
consistency  with  a  housing  strata^. 

(6)  Equal  opportunity  certifications. 

(i)(A)  Ibe  application  shall  contain  a 
certification  that  the  applicant  will 
comply  with  the  requirements  of  the  Fair 
Housing  Act,  title  VI  of  the  Civil  Rights 
Act  of  1964,  section  504  of  the 
Rehabilitation  Act  of  1973;  and  the  Age 
Discrimination  Act  of  1975,  and  will 
affirmatively  further  fair  housing;  or 

(B)  In  the  case  of  an  application  from 
an  Indian  tribe  or  DiA,  under  the 
circumstances  described  in  section 
505(a)(2)  of  this  notice,  a  certification 
that  the  applicant  will  comply  with  the 
Indian  Civil  Rights  Act  (25  U.S.C.  1301  et 
seq.),  section  504  of  the  Rehabilitation 
Act  of  1973,  and  the  Age  Discrimination 
Act  of  1975. 

(ii)  The  application  shall  contain  a 
statement  from  the  applicant  (A) 
whether  or  not  a  desegregation  order, 
agreement,  or  plan  that  applies  to  the 
applicant  is  in  effect  or  known  to  the 
applicant  to  be  under  consideration;  (B) 
that  the  applicant  is  not  in  violation  of 
any  existing  desegregation  order, 
compliance  agreement,  or  voluntary 
agreement,  or  a  statement  describing  the 
circumstances  of  the  violation;  and  (C) 
describing  any  potential  impact  the 
proposed  homeownership  program  may 
have  on  implementing  any  existing  or 
pending  order,  agreement,  or  plan. 

(7)  Nonduplication  of  Funding.  The 
application  shall  contain  a  certification 
that  the  applicant  has  not  and  will  not 
receive  assistance  from  the  Federal 
government,  a  State,  or  a  unit  of  general 
local  government,  or  any  agency  or 
instrumentality  thereof,  for  activities  for 
which  funding  is  requested  in  the 
application. 

(8)  Other  requirements.  The 
application  shall  contain  other 
certifications  and  information  required 
by  the  application  package. 

(c)  Screening.  (1)  HUD  shall  screen 
each  application  submitted  on  or  before 
the  deaffiine  set  forth  in  the  NOFA  to 
determine  whether  it  is  complete,  is 
internally  consistent,  and  contains 
correct  computations.  In  addition,  HUD 
shall  determine  whether  there  appears 
to  be  a  sufficient  number  of  suitable, 
available  eligible  properties  in  the 
general  locations  identified  in  the 
application  for  the  proposed  activities. 
For  this  pmpose,  at  least  10  suitable 
eligible  properties  must  be  determined 
to  be  available. 

(2)  Where  HUD  determines  an 
application  is  deficient  in  one  or  more  of 
these  areas,  it  shall  notify  the  applicant 
in  writing  and  give  it  an  opportunity  to 
correct  the  deficiencies  in  its 
application.  However,  the  applicant  may 


not  substantially  revise  the  application, 
such  as  by  substituting  another 
applicant  or  changing  other  fundamental 
features  of  the  homeownership  program, 
because  that  would  not  be  fair  to  other 
applicants.  The  notification  shall  require 
applicants  to  submit  additional  or 
corrected  material  so  that  it  is  received 
in  the  appropriate  HUD  office  no  later 
than  close-of-business  on  the  14th 
calendar  day  after  the  date  of  the 
written  notification  to  the  applicant 
giving  it  an  opportunity  to  modify  its 
application.  HUD  may  not  extend  this 
deadline  for  actual  receipt  of  the 
material  for  any  reason.  HUD  shall  not 
consider  further  any  applications  that  do 
not  meet  one  of  the  tests  in  paragraph 
(c)(1)  of  this  section,  after  the 
opportunity,  if  any,  to  submit  additional 
or  corrected  material,  or  that  fail  to 
comply  with  other  program 
requirements. 

(3)  The  purpose  of  this  procedure  is  to 
increase  the  number  of  approvable 
applications  so  viable  homeownership 
opportunities  may  be  developed  at  the 
earliest  possible  time,  while  giving  each 
applicant  an  equal  opportunity  to 
receive  HUD  assistance  and  correct 
deficiencies.  HUD  anticipates  that  many 
applicants  will  be  relatively  new  and 
might  need  this  additional  opportunity 
to  revise  their  applications.  HUD  invites 
comments  on  this  policy,  including 
recommendations  on  whether  it  should 
be  adopted  or  modified  in  the  final 
regulations. 

Section  315.  Rating,  ranking,  and 
selection  of  planning  grant  applications. 

(a)  Rating.  HUD  shall  review  each 
application  that  qualifies  for  additional 
consideration  under  the  screening 
procedures  in  section  310(c)  and  assign 
points  in  accordance  with  the  following 
selection  criteria — 

(1)  Capability.  The  ability  of  the 
applicant  to  develop  a  HOPE  3 
homeownership  program  in  a 
reasonable  time  and  in  a  successful 
manner  In  assigning  points  for  this 
criterion,  HUD  shall  consider  evidence 
in  the  application  demonstrating — 

(i)  the  capability  of  the  applicant  to 
develop  a  HOPE  3  homeownership 
program,  demonstrated  through  previous 
experience  of  the  applicant  or  key  staff 
in  managing  acquisition,  rehabilitation, 
construction,  real  estate  financing, 
counseling  and  training,  or  other 
relevant  activities,  or  by  an  explanation 
of  how  such  capability  will  be 
obtained — 20  points. 

(ii)  the  ability  of  the  applicant  lo 
handle  financial  resources, 
demonstrated  through  such  evidence  as 
previous  experience  of  the  applicant  or 
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key  staff  and  existing  financial  control 
procedures,  or  an  explanation  of  how 
such  capability  will  be  obtained — 20 
points. 

Maximum  points  for  this  criterion  (1): 

40  points. 

(2)  Local  support.  In  assigning  points 
for  this  criterion,  HUD  shall  consider — 

(i)  The  extent  of  interest  of  the  unit  of 
general  local  government  or  Indian  tribe, 
where  applicable  (and  the  PHA/IHA 
where  it  is  not  part  of  the  unit  of  general 
local  government  or  Indieui  tribe  and 
where  public  or  Indian  housing  is 
expected  to  be  used  imder  the  program) 
in  support  of  a  homeownership  program, 
demonstrated  through  evidence  of  intent 
to  provide  asslstemce,  such  as  social 
services  (including  counseling  and 
training],  rehabilitation  loans  or  grants, 
interest  rate  subsidies,  water  and  sewer 
improvements,  street  and  sidewalk 
improvements,  and  tax  abatements — ^10 
points. 

(ii)  The  extent  of  interest  of  the  local 
community  (including  places  of  worship, 
banks,  neighborhood  or  community 
organizations,  the  business  community, 
or  other  community  groups]  in  support 
of  a  homeownership  program, 
demonstrated  through  evidence  of  intent 
to  provide  assistance  such  as  the 
donation  of  labor  or  materials,  interest 
rate  reductions  or  other  financing 
subsidies,  and  volimteer  assistance  in 
some  aspect  of  the  program  (activities  of 
the  applicant  shall  not  be  considered 
under  this  subcriterion  (ii)] — ^10  points. 

Maximum  points  for  this  criterion  (2): 
20  points. 

(3)  Need  for  homeownership  program. 
In  assigning  points  for  this  criterion, 

HUD  shall  consider  the  relative 
percentage  of  the  total  number  of  rental 
households  consisting  of  persons  with 
incomes  at  or  below  die  poverty  level, 
as  determined  by  the  Bureau  of  Census, 
in  the  applicable  jurisdiction  or 
jurisdictions. 

Maximum  points  for  this  criterion  (3): 
20  points. 

(4)  Planning  approach.  The  extent  to 
which  the  proposal  represents  a  sound 
approach  to  planning,  demonstrates  an 
understanding  of  the  nature  and  scope 
of  activities  required  to  successfully 
implement  a  homeownership  program, 
and  is  likely  to  result  in  a  successful 
homeownership  program. 

Maximum  points  for  this  criterion  (4): 
20  points. 

Maximum  total  points;  100  points. 

(b)  Ranking  and  selection.  (1)  After 
assigning  points  to  each  application 
under  paragraph  (a)  of  this  section,  HUD 
shall  review  and  may  adjust  the  ratings 
to  ensure  consistency  among  Field  and 
Regional  Office  scores.  HUD  shall  then 
rai^  the  plannmg  grant  applications. 


Where  HUD  determines  that 
applications  falling  below  a  certain 
point  total  are  not  suitable  or  not 
feasible  for  developing  a 
homeownership  program,  it  may 
establish  a  minimum  number  of  points 
for  an  application  to  be  selected. 

(2)  The  purpose  of  planning  grants  is 
to  build  the  capacity  of  applicants  to 
submit  approvable  implementation  grant 
applications.  Accordi^ly,  for 
applications  which  qualify  for  selection 
\mder  paragraph  (b)(l]  of  this  section, 
HUD  shall  award  bonus  points  to 
planning  grant  applications  in  HUD 
Regions  where  funds  from  the  initial 
allocation  to  the  Region  imder  the 
NOFA  remain  after  selection  of  all 
approvable  implementation  grant 
applications,  llie  points  shall  be 
assigned  as  follows: 


Percentage  of  initial  allocation  unused 

Points 

10%  through  25%  . 

10 

More  than  25%  through  50% . 

15 

More  than  50% . 

_ 1 

20 

(3)  HUD  shall  then  select  the  three 
highest  ranking  applications  in  each 
HUD  Region. 

(4)  HUD  shall  then  select  the  highest 
reinking  remaining  applications  without 
regard  to  their  location.  However,  no 
more  than  a  total  of  20  applications  may 
be  approved  in  any  one  Region  unless 
they  would  otherwise  be  selected 
without  receiving  bonus  points. 

(5)  If  two  or  more  applications  receive 
the  same  number  of  points  and  sufficient 
funds  are  not  available  to  fund  all  such 
applications,  the  application  or 
applications  requesting  the  smallest 
grants  shall  be  selected  if  a  sufficient 
amount  remains  to  fund  them.  If  two  or 
more  tied  applications  request  the  same 
amount  and  sufficient  funds  are  not 
available  to  fund  all  such  applications, 
the  following  system  will  be  used  to 
break  the  ties: 

(i)  If  the  tied  applications  are  for 
programs  to  be  carried  out  in  different 
jurisdictions,  the  one(s]  with  the  highest 
number  of  points  for  Need  for 
Homeownership  Program  (criterion  (3)) 
shall  be  selected,  if  sufficient  funds 
remain. 

(ii)  If  the  tied  applications  are  to  be 
carried  out  in  the  same  jurisdiction,  the 
one(s]  with  the  highest  number  of  points 
for  planning  Approach  (criterion  (4)) 
shall  be  selected,  if  sufficient  funds 
remain. 

If  any  amounts  remain  after  applying 
these  procedures,  they  shall  be 
reallocated  in  accordance  with 
paragraph  (e)  of  this  section. 


(6)  Procedural  errors  discovered  after 
initial  ratings  but  before  notification  of 
applicants  shall  be  corrected  and 
rankings  revised.  Procedural  errors 
discovered  after  notification  of 
approved  applicants  which,  if  corrected, 
would  result  in  approval  of  an 
application  which  was  not  approved 
will  be  corrected  by  funding  the 
application  from  any  imused  amounts  or 
“off  the  top"  ffom  amounts  available  for 
planning  grants  in  the  next  funding 
round. 

(7)  If  two  or  more  applications 
propose  substantially  ffie  same  general 
locations,  only  the  highest  rank^ 
application  will  be  selected. 

(c)  Reduction  in  requested  grant 
amounts.  HUD  shall  approve  an 
application  for  an  amount  lower  than 
the  amoimt  requested  or  adjust  line 
items  in  the  proposed  budget  within  the 
amount  requested  (or  both]  if  it 
determines  that  (1)  the  amount 
requested  for  one  or  more  eligible 
activities  is  unreasonable  or 
uimecessary.  (2)  an  activity  proposed  for 
funding  does  not  qualify  as  an  eligible 
activity,  or  (3)  the  amount  requested 
exceeds  the  ^00,000  cost  limitation 
established  for  the  program.  In  addition, 
HUD  may  approve  an  application  for  a 
lower  amount  if  it  determines  the 
applicant  is  not  able  to  carry  out  all  of 
the  activities  requested,  or  insufficient 
amounts  remain  in  that  funding  round  to 
fund  the  full  amount  requested  in  the 
application. 

(d)  Notification  of  approval  or 
disapproval.  After  completion  of  the 
ranking  and  selection  of  applications, 
but  no  later  tiian  six  months  after  the 
date  of  submission  of  the  application, 
HUD  shall  notify  the  selected  applicants 
and  the  applicants  that  have  not  been 
selected,  in  writing.  HUD's  notification 
to  the  applicant  or  the  amount  of  the 
grant  award,  based  on  the  approved 
application,  shall  constitute  a  grant 
obligation  by  HUD,  subject  to 
acceptance  by  the  applicant  through 
execution  of  the  grant  agreement  by  the 
deadline  specified  in  the  notification. 

(e)  Insufficient  approvable 
applications:  reallocation.  (1)  If  funds 
remain  after  HUD  approves  all 
approvable  plaiming  grant  applications 
in  accordance  with  this  section,  HUD 
shall  combine  them  with  amounts  being 
reallocated  to  Regions  having  more 
implementation  grant  applications 
meeting  threshold  requirements  than 
could  be  funded,  in  accordance  with 

§  425(e];  publish  a  NOFA  inviting 
additional  applications  for  planning  or 
implementation  grants,  or  both,  in 
accordance  with  this  notice;  or  invite 
applicants  who  submitted  applications 


1604 


Federal  Regtoter  /  Vol.  57,  No.  9  /  Tuesday.  January  14.  1992  /  Rules  and  Regulations 


that  could  not  be  funded  to  submit 
amended  planning  grant  or 
implementation  grant  applications  in 
accordance  with  this  notice  within  a 
deadline  specibed  in  the  invitation. 

(2)  Amounts  that  become  available 
due  to  deobligation  of  grant  amounts 
shall  be  available  for  reallocation  in 
accordance  with  paragraph  (e)(1)  of  this 
section. 

(f)  Environmental  Review.  HUD  has 
determined  that  its  approval  of 
applications  for  planning  grants  is 
categorically  excluded  ^m 
environmental  review  and  compliance 
requirements  of  the  National 
Environmental  Policy  Act  of  1969 
(NEPA)  and  that  other  Federal 
environmental  laws  and  authorities 
listed  in  24  CFR  50.4  are  not  applicable. 
The  reason  is  that  planning  grants 
involve  no  rehabilitation  and  iittie  or  no 
physical  change  and  that,  generally,  not 
enough  information  is  available  about 
the  proposed  homeowneiship  program 
at  this  point  to  make  the  review.  HUD 
has  excluded  planning  grant 
applications  from  environmental 
assessment  under  NEPA  and  exempted 
planning  grant  applications  from 
environmental  review  under  the  laws 
and  authorities  listed  in  24  CFK  50.4.  See 
the  interim  rule  amending  24  CFR  part 
50  that  is  published  elsewhere  in  today's 
edition  of  the  Federal  Register. 
Applicants  are  reminded,  however,  that 
environmental  review  at  the 
implementation  grant  stage  may 
nevertheless  result  in  disapproval. 

Section  320.  Post-approval 
requirements. 

(a)  Timely  completion  of  activities.  A 
recipient  shall  complete  all  activities 
approved  under  a  planning  grant 
application  within  12  months  from  the 
effective  date  of  the  grant  agreement 
Recipients  may  draw  down  amounts 
under  the  Cash  and  Management 
Information  System,  in  accordance  with 
Section  740,  for  one  additional  month,  to 
allow  them  to  pay  outstanding 
obligations  for  work  performed  during 
the  12-month  grant  period,  and  for  one 
more  additional  month,  to  allow  them  to 
pay  costs  of  preparing  the  report 
required  under  paragraph  (b)  of  this 
section.  HUD  may  deobligate  amounts 
not  drawn  down  by  this  deadline. 

(b)  Performance  report.  Each  recipient 
shall  submit  a  report  on  activities 
undertaken  under  the  grant  agreement, 
including  the  recipient's  determination 
whether  it  is  feasible  for  it  to  undertake 
a  homeownership  program  and  an 
assessment  of  the  factors  used  to  make 
the  determination.  Each  recipient  shall 
submit  its  performance  report  to  HUD 


no  later  than  13  months  frx}m  the 
effective  date  of  the  grant  agreement. 

IV.  Implementation  Grants 

Section  401.  Implementation  grants. 

(a)  Implementation  Grants.  HUD  shall 
make  implementation  grants  to 
applicants  for  the  purpose  of  carrying 
out  homeownership  programs  approved 
under  this  title. 

(b)  Regional  Fund  Allocations.  HUD 
shall  allocate  funding  authority  for  each 
of  the  10  HUD  Regions  by  formula, 
based  on  three  equally  weighted 
factors — 

(1)  the  number  of  rental  units  in  the 
Region,  as  determined  by  the  Bureau  of 
the  Census,  occupied  by  persons  with 
incomes  at  or  below  the  poverty  level 
(half  of  the  weight  for  this  factor),  and 
the  total  number  of  occupied  rental  units 
in  the  Region  (for  the  other  half); 

(2)  The  number  of  rental  units  in  the 
Region  that  are  unsuitable  because  they 
(i)  lack  or  have  incomplete  plumbing:  (ii) 
are  occupied  by  residents  who  are 
paying  more  than  30  percent  of  adjusted 
income  towards  rent  (including  utilities); 
(iii)  are  occupied  by  an  average  of  more 
than  one  person  in  the  household  per 
room;  or  (iv)  lack  or  have  incomplete 
kitchens;  and 

(3)  The  number  of  single  family 
properties  (with  up  to  four  units, 
including  condominium  units)  in  the 
Region  owned  by  HUD,  the  Resolution 
Trust  Corporation  in  its  affordable 
housing  inventory,  or  the  Department  of 
Veterans  Affairs. 

Paragraphs  (b)  (1)  and  (2)  of  this 
section  measure  the  need  for  the 
program  and  paragraph  (b)(3)  of  this 
section  measures  the  supply  of  eligible 
property  available  for  the  program. 

(c)  Overall  Limitations.  (1)  HUD  may 
approve  more  than  one  grant  for  a 
program  to  be  carried  out  in  a 
jurisdiction,  so  long  as  different 
applicants  are  the  grantees  and  the 
programs  will  be  carried  out  in  difrerent 
neighborhoods.  A  single  applicant  may 
apply  for  more  than  one  implementation 
grant,  but  HUD  will  not  approve  grants 
for  any  one  applicant  that  total  more 
than  5  percent  of  the  amount  available 
under  any  one  NOFA  for  HOPE  3 
implementation  grants. 

For  purposes  of  this  limitation,  the 
applicant  identifred  in  the  application  as 
the  legally  responsible  lead  entity  which 
will  execute  the  grant  agreement  will  be 
considered  the  applicant.  The  purpose  of 
this  limitation  is  to  give  as  many 
applicants  as  possible  an  opportunity  to 
develop  homeownership  programs  and 
to  fund  applicants  in  various  areas  of 
the  country. 


(2)  An  applicant  may  apply  for  a 
planning  grant  and  an  implementation 
grant  in  response  to  any  one  NOFA.  If 
an  applicant  submits  applications  for 
both  planning  and  implementation 
grants,  HUD  will  review  the  application 
for  an  implementation  grant  first  to 
determine  if  it  passes  ail  screening  and 
threshold  requirements.  If  the 
application  does,  it  will  be  processed 
(and  the  application  for  a  planning  grant 
will  not  be  processed).  If  it  does  not 
pass  all  screening  and  threshold 
requirements,  the  applicant's  planning 
grant  application  will  be  processed 
instead. 

(3)  No  amendments  to  increase 
previously  approved  grant  amounts  are 
allowed. 

(d)  Scope  of  Program.  Applications 
which  identify  a  public  body  (or  agency 
or  instrumentality  thereof)  as  the  entity 
to  execute  the  grant  agreement  may  only 
propose  a  program  to  be  carried  out 
within  the  jurisdiction  of  that  entity. 
Applications  which  identify  a  private 
nonpront  organization  as  the  entity  to 
execute  the  grant  agreement  may 
propose  a  program  to  be  carried  out 
within  two  or  more  jurisdictions.  No 
application  may  propose  a  program  to 
be  carried  out  in  more  than  one  State. 

Section  405.  Eligible  implementation 
grant  activities. 

(a)  Limitations.  Implementation  grants 
may  be  used  for  the  reasonable  costs  of 
eligible  activities  necessary  to  carry  out 
homeownership  programs.  Only  costs 
inciured  on  or  after  the  effective  date  of 
the  grant  agreement  qualify  for  fimding 
under  the  program. 

(b)  Eligible  Activities.  Eligible 
activities  include — 

(1)  Architectural  and  Engineering 
Work.  Architectural  and  engineering 
work,  and  related  professional  services 
required  to  prepare  architectural  plans 
or  drawings,  write-ups,  specifications,  or 
inspections. 

(2)  Acquisition  of  Eligible 
Properties — (i)  General.  Acquisition  of 
eligible  properties  for  the  purpose  of 
transferring  ownership  interests  to 
eligible  families  in  accordance  with  a 
homeownership  program  that  meets  the 
requirements  under  this  notice.  (Where 
the  applicant  owns  the  eligible  property 
or  where  HUD  otherwise  determines 
that  an  “arms  length"  relationship  for 
acquisition  does  not  exist,  program 
funds  may  not  be  used  for  acquisition  of 
the  property  for  the  program.) 

(ii)  Maximum  Acquisition  Costs.  (A) 
The  cost  of  acquiring  an  eligible 
property  (by  an  applicant  or  other  entity 
for  transfer  to  eligible  families  or  by 
eligible  families),  which  may  not  exceed 
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the  as-is  fair  market  value  of  a  property 
for  residential  use.  taking  into  account 
any  applicable  low-income  use 
restrictions,  determined  in  accordance 
with  a  recent  appraisal  conducted  under 
procedures  established  or  approved  by 
HUD,  plus  reasonable  and  customary 
closing  costs  charged  for  comparable 
transactions  in  the  market  area. 

(B)  Where  the  eligible  property  is  a 
public  or  Indian  housing  development, 
the  cost  of  acquisition  is  not  an  eligible 
cost,  but  closing  and  other  costs  related 
to  acquisition  of  the  development  are 
eligible  costs.  Where  a  public  or  Indian 
housing  development  contains 
improvements  provided  through  local 
tax  revenues  that  increased  the  value  of 
the  development,  an  applicant  may 
request  HUD  to  approve  the  use  of 
program  funds  to  pay  the  PHA/IHA  for 
the  depreciated  v^ue  of  the 
improvements  paid  for  from  local  tax 
revenues.  The  request  for  the  approval 
shall  document  the  original  contribution, 
state  the  basis  for  computing  the  amoimt 
of  the  depreciated  value,  and  otherwise 
justify  the  request. 

(iii)  Maximum  Cost  of  Acquisition  and 
Rehabilitation.  (A)  The  cost  of 
acquisition  and  rehabilitation  paid  for 
from  grant  funds  or  from  matching  funds 
being  contributed  may  not  exceed  80  ■ 
percent  of  the  maximum  amount  that 
may  be  insured  under  section  203(b]  of 
the  National  Housing  Act  (including  any 
high-cost  area  adjustments),  plus 
reasonable  and  customary  closing  costs 
charged  for  comparable  transactions  in 
the  maiicet  area.  (The  cost  of  acquisition 
of  a  unit  in  a  public  or  Indian  housing 
development  is  not  an  eligible  cost.)  The 
maximum  cost  of  rehabilitation  that  may 
be  paid  for  from  grant  funds  and 
matching  funds  may  not  exceed  $33,500 
for  any  unit  (which  shall  not  be  adjusted 
for  hi^-cost  areas). 

(B)  For  example,  in  Columbus,  Ohio,  a 
recipient  could  pay  no  more  than  $71,200 
from  grant  funds  and  matching  funds 
provided  by  HUD  for  the  cost  of 
acquisition  and  rehabilitation  of  a  one- 
unit  single  family  property.  This 
limitation  was  determined  by 
multiplying  the  FHA  single  family 
mortgage  insurance  limit  for  a  one-unit 
property  in  Columbus  by  80  percent 
($89,000  X  80%  =  $71,200).  Within  this 
overall  limitation,  the  recipient  could 
spend  up  to  $33,500  from  grant  funds 
and  matching  funds  for  rehabilitation. 

(3)  Financial  assistance  to 
homebuyers.  The  provision  of  assistance 
to  families  to  make  acquisition  and 
rehabilitation  of  eligible  properties 
affordable.  This  may  include  interest 
rate  reductions  ("interest  rate  buy¬ 
downs”),  other  dancing  assistance  that 
reduce  monthly  homebuyer  payments. 


and  payment  of  all  or  a  portion  of 
closing  costs,  down  payments,  and  other 
expenses.  Acquisition  of  a  property  by 
an  eligible  family  is  subject  to  the 
limitations  under  paragraph  (b)(2)  of  this 
section.  Financial  assistance  may  be 
provided  directly  to,  or  on  behalf  of.  an 
eligible  homebuyer. 

(4)  Rehabilitation,  (i)  Rehabilitation  of 
the  eligible  property  covered  by  the 
homeownership  program,  in  accordance 
with  standards  established  by  HUD  (see 
paragraph  (b)(2)  of  this  section  for 
applicable  cost  limitations  covering  both 
acquisition  and  rehabilitation)  and 
section  505(b)  for  applicable 
requirements  for  accessibility  for  people 
with  disabilities.  The  property  shall  be 
rehabilitated  (including  the  provision  of 
suitable  amenities)  to  a  level  that  makes 
it  marketable  for  homeownership  in  the 
market  area  to  families  with  incomes  at 
or  below  80  percent  of  the  median  for 
the  area.  HUD  encourages  applicants  to 
undertake  high  quality  rehabilitation. 
Luxury  items  (fixtures,  equipment,  and 
landscaping  of  a  t3q>e  or  quality  which 
substantially  exceeds  that  customarily 
used  in  the  locality  for  properties  of  the 
same  general  t5q)e  as  the  property  to  be 
rehabilitated)  do  not  qualify  as  eligible 
expenses.  The  construction  of  swimming 
pools  is  not  eligible.  The  cost  to  fill  in  or 
eliminate  a  pool  from  the  property  and 
the  cost  to  repair  an  existing  pool  are 
eligible. 

(ii)  The  application  shall  describe  all 
improvements  to  be  made  to,  or 
amenities  to  be  provided  for,  the 
property,  whether  or  not  they  may  be 
fimded  by  use  of  grant  amounts, 
contributions  towards  the  match 
required  under  the  program,  or  other 
funds.  HUD  may  disapprove 
improvements  or  amenities  specified  in 
the  application  it  determines  are 
unsuitable  for  the  HOI%  program,  even 
if  they  will  be  paid  for  from  non¬ 
program  funds. 

(iii)  If  an  applicant  proposes  to  make 
improvements  to  an  eUgible  property 
beyond  those  that  qualify  as  eligible 
costs,  it  shall  assure  that  their  entire 
cost  will  be  covered  by  funds  other  than 
the  HOPE  grant  and  any  aonounts 
contributed  towards  the  match  and  that 
the  affordability  of  the  property  will  not 
be  impaired.  No  such  l<x:al  funds  may 
count  towards  the  match. 

(iv)  The  rehabilitation  shall  meet  local 
codes  ai^licable  to  rehabilitation  work 
in  the  jurisdiction  (but  not  less  than  the 
housing  quality  standards  established 
under  Ae  Section  8  Certificate  program), 
and  shall  include  improvements 
necessary  to  meet  applicable  Federal 
requirements,  and  may  mclude  energy 
conservation-related  repairs  and 
improvements  and  the  repair  or 


replacement  of  major  systems  in  danger 
of  failure. 

(5)  Administrative  Costs. 

Administrative  costs  of  the  program. 

The  total  amount  that  may  be  spent  on 
administrative  activities  from  the 
amount  of  the  grant  and  any 
contribution  towards  the  match  may  not 
exceed  15  percent  of  the  amount  of  the 
grant  HUD  provides  under  this  notice. 

(6)  Counseling  and  Training. 

Counseling  and  training  of  homebuyers 
and  homeowners  under  the 
homeownership  program.  This  may 
include  such  subjects  as  personal 
financial  management,  home 
maintenance,  home  repair,  construction 
skills  (to  the  extent  appropriate, 
especially  where  the  eligible  family  will 
do  some  of  the  rehabilitation),  and  the 
general  rights  and  responsibilities  of 
homeownership. 

(7)  Relocation.  Relocation  of  residents 
who  elect  to  move,  in  accordance  with 
section  735. 

(8)  Temporary  Relocation.  Any 
necessary  temporary  relocation  of 
residents  during  rehabilitation,  in 
accordance  with  section  735. 

(9)  Replacement  Reserves,  (i)  A  single 
replacement  reserve  for  the  properties 
imder  the  program,  if  necessary  to 
achieve  long-term  affordability,  as 
provided  in  section  415(b)(12). 

(ii)  Assistance  for  replacement 
reserves  may  be  drawn  down  imder  the 
grant  agreement  when  needed  to  assist 
a  homeowner  and  to  fund  a  reserve 
account  at  the  time  of  program  close  out. 

(iii)  Where  a  HOPE  3  application 
proposes  funding  of  a  replacement 
reserve,  it  shall  describe  the  escrow  or 
other  arrangement  that  will  be  used  to 
safeguard  the  funds  (including  who  will 
administer  the  reserve)  and  the 
proposed  life  of  the  reserve.  The 
application  shall  demonstrate  that  the 
amount  proposed  for  the  replacement 
reserve  is  reasonable,  taking  into 
account  (A)  the  analysis  related  to 
determining  the  afiordability  of  the 
program.  (B)  the  size  of  the  grant  and  the 
amount  of  matching  contributions,  (C) 
the  condition  and  age  of  the  properties 
and  each  of  their  major  systems  and 
components  (includi^  at  least  the 
heating,  plumbing  and  electrical  systems 
and  the  roof,  foundation,  windows, 
exterior  walls,  and  common  area,  if  any 
(including  the  need  to  repaint),  and  (D) 
other  possible  replacement  needs. 

Where  the  application  proposes  a 
replacement  reserve,  it  rimll  also 
demonstrate  that  the  financial  status  of 
eligible  families  is  insufficient  (taking 
into  account  insurance  requirements  and 
home  maintenance  repair  capability  of 
the  family)  so  there  is  a  need  for  a 
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reserve.  The  replacement  reserve  may 
be  used  only  to  prevent  severe  financial 
hardship  to  families  caused  by  the 
failure  of  a  major  system  or  component 
of  the  property  that  renders  the  unit 
substandard. 

(iv)  The  entity  with  fiduciary 
responsibility  for  any  replacement 
reserve  shall  be  bonded,  in  accordance 
with  requirements  prescribed  or 
approved  by  HUD. 

(v)  Although  funding  of  replacement 
reserves  is  an  eligible  expense  under  the 
notice,  HUD  invites  comments  on 
whether  a  replacement  reserve  is 
needed  for  a  single  family 
homeownership  program,  especially 
with  respect  to  public  and  Indian 
housing  transferred  for  homeownership 
under  the  program. 

(10)  Legal  Fees.  Customary  and 
reasonable  costs  of  professional  legal 
services. 

(11)  Ongoing  Training  Needs. 

Defraying  costs  for  the  ongoing  training 
needs  of  the  recipient  for  courses  of 
instruction  that  are  directly  related  to 
developing  and  carrying  out  the 
homeownership  program. 

(12)  Economic  Development,  (i) 
Economic  development  activities  that 
promote  economic  self-sufficiency  of 
homebuyers  and  homeowners  under  the 
homeownership  program  involving  only 
job  training  or  retraining  and  day  care 
costs  of  those  participating  in  job 
training  and  retraining  activities 
approved  under  the  HOPE  3  program. 
TTie  recipient  shall  enter  into  written 
agreements  with  the  providers  of 
economic  development  services 
specifying  the  services  to  be  provided, 
including  estimates  of  the  numbers  of 
homebuyers  and  homeowners  to  be 
assisted. 

(ii)  The  aggregate  amount  of  planning 
and  implementation  grants  that  may  be 
used  for  economic  development 
activities  related  to  any  one  program 
may  not  exceed  $250,000. 

(13)  Other  Activities.  Other  activities 
proposed  by  the  applicant,  to  the  extent 
the  applicant  justifies  them  as  necessary 
for  the  proposed  homeownership 
program  and  HUD  approves  them.  For 
example,  the  applicant  may  propose 
activities  related  to  security  needs  of  the 
property  that  are  not  otherwise  covered 
under  other  eligible  activities,  such  as 
under  architectural  and  engineering 
work  and  rehabilitation  activities. 

Section  410.  Matching  requirements  for 
implementation  grants. 

(a)  Requirement  for  Each  Recipient  to 
Match  the  HUD  Grant.  Each  recipient 
shall  assure  that  matching  contributions 
equal  to  not  less  than  33  percent  of  the 
amount  of  the  implementation  grant 


shall  be  provided  from  non-Federal 
sources  to  carry  out  the  homeownership 
program.  Amounts  contributed  to  the 
match  shall  be  used  for  eligible 
activities  or  in  accordance  with  this 
section. 

(b)  Form.  Contributions  may  only  be 
in  the  form  of— 

(1)  Cash  Contributions,  (i)  Cash 
contributions  from  non-Federal 
resources.  To  be  a  cash  contribution, 
funds  must  be  contributed  permanently 
for  uses  under  the  HOPE  3  program. 
Funds  will  be  considered  permanently 
contributed  if  all  repayment,  interest, 
and  other  return  on  the  contribution  will 
only  be  used  for  eligible  activities  in 
accordance  with  program  requirements. 

(ii)  Non-Federal  resources  may  not 
include  funds  from  a  Community 
Development  Block  Grant  made  to  an 
entitlement  grantee  or  a  State  under 
section  106(b)  or  section  106(d), 
respectively,  of  the  Housing  and 
Community  Development  Act  of  1974, 
except  to  Ae  extent  permitted  for 
administrative  expenses  under 
paragraph  (a)(2)  of  this  section.  Non- 
Federal  resources  may  not  include 
Federal  tax  expenditures, 
comprehensive  grants  under  section  14 
of  the  1937  Act,  or  amounts  provided  to 
the  development  from  syndication  of  the 
low  income  housing  tax  credit. 

(Financing  involving  the  use  of  the  low 
income  housing  tax  credit  is  prohibited 
by  section  415(b)(ll)(iii).) 

(iii)  Non-Federal  resources  may 
include  contribution  of  trust  funds  held 
by  Federal  agencies  for  Indian  tribes. 

(iv)  A  cash  contribution  may  be  made 
by  the  applicant,  non-Federal  public 
entities,  private  entities,  or  individuals. 

A  cash  contribution  may  be  made  from 
program  income  fi'om  a  Federal  grant 
earned  after  the  end  of  the  award  period 
if  no  Federal  requirements  govern  the 
disposition  of  the  program  income. 
Included  in  this  category  are  repayments 
from  closed  out  grants  under  the  Urban 
Development  Action  Grant  Program  (24 
CFR  part  570,  subpart  G),  and  the 
Housing  Development  Grant  Program 
(24  CFR  part  850). 

(v)  Cash  contributions  may  also  be 
made  from  sales  proceeds  from  the 
Turnkey  III  Homeownership  and  Mutual 
Help  programs  obtained  pursuant  to  PIH 
Notice  91-28  or  an  approved 
homeownership  program  under  section 
5(h)  of  the  1937  Act, 

(vi)  The  grant  equivalent  of  a  below- 
market  interest  rate  loan  to  the 
homebuyer,  where  all  repayments, 
interest,  and  other  return  will  not  be 
permanently  contributed  to  the  HOPE 
program,  may  be  coimted  as  a  cash 
contribution. 


(A)  If  the  loan  is  made  from  proceeds 
of  obligations  issued  by  or  on  behalf  of  a 
public  body  that  are  exempt  from 
taxation  by  the  United  States,  the 
contribution  is  the  present  discounted 
cash  value  of  the  difference  between 
payments  to  be  made  on  the  borrowed 
funds  and  payments  to  be  received  on 
the  loan  to  the  homebuyer,  based  on  a 
discount  rate  equal  to  the  interest  rate 
on  the  borrowed  funds. 

(B)  If  the  loan  is  made  from  funds 
other  than  under  paragraph  (b)(l)(vi)(A) 
of  this  section,  the  contribution  is  the 
present  discounted  cash  value  of  the 
yield  forgone,  calculated  based  on  a 
discount  rate  approved  or  prescribed  by 
HUD.  In  determining  the  yield  forgone, 
the  recipient  must  use  as  a  measure  of  a 
market  rate  yield  one  of  the  following, 
as  appropriate: 

(1)  With  respect  to  housing  financed 
with  a  fixed  interest  rate  mortgage,  a 
rate  equal  to  the  10-year  Treasury  note 
rate  plus  200  basis  points;  or 

[2)  With  respect  to  housing  financed 
with  an  adjustable  interest  rate 
mortgage,  a  rate  equal  to  the  one-year 
Treasury  bill  rate  plus  250  basis  points. 

(vii)  A  down  payment  by  an  eligible 
family  may  not  count  towards  the 
match. 

(viii)  Non-Federal  resources  may 
include  amounts,  determined  in 
accordance  with  paragraph  (b)(l)(vi)(B) 
of  this  section,  that  have  been  requested 
by  the  applicant  in  an  application 
submitted  to  the  Federal  Housing 
Finance  Board  for  assistance  under  its 
affordable  housing  program,  so  long  as 
that  application  is  approved  before  the 
date  HUD  approves  the  HOPE 
application. 

(2)  Administrative  Costs,  (i) 
Contributions  for  eligible  adiministrative 
costs  may  be  recognized  for  matching 
purposes  only  up  to  an  amount  equal  to 
7  percent  of  Uie  amount  of  the 
implementation  grant.  This  limitation  is 
in  addition  to  the  limitation  that  the 
total  amount  that  may  be  spent  on 
administrative  activities  fi'om  the 
amount  of  the  grant  and  any 
contributions  towards  the  match  may 
not  exceed  15  percent  of  the  grant 
amount  (Section  405(b)(4)).  If  an 
applicant  proposes  to  contribute 
administrative  costs,  HUD  will 
automatically  approve  an  applicant's 
assiu'ances  for  matching  purposes  that  it 
will  pay  eligible  administrative  costs 
fix)m  non-Federal  sources  in  an  amount 
up  to  7  percent  of  the  implementation 
grant,  and  will  not  require  fiu'ther 
documentation  of  those  expenditures.  If 
a  recipient  uses  more  than  8  percent  of 
its  implementation  grant  to  pay  for  the 
costs  of  administration,  the  amount 
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credited  towards  the  match  will  be 
reduced  to  less  than  7  percent  to  slay 
within  the  15  percent  limitation. 

(ii)  For  example,  if  the  ^ant  amount  is 
$600,000,  the  recipient  must  assure  the 
provision  of  at  least  $198,000  (33  percent 
of  the  grant]  from  non-Federal  sources. 
Contributions  for  administrative  costs 
that  may  be  counted  towards  the  match 
may  not  exceed  $42,000  (7  percent  of  the 
grant  amount  of  $600,000).  Although  an 
applicant  can  spend  more  than  this  on 
administrative  costs,  it  may  not  be 
counted  towards  the  match.  In  addition, 
the  applicant  must  provide  contributions 
covering  the  remaining  $156,000 
($198,000 — $42,000)  required  for  the 
match  from  ncm-Federed  sources. 

(iii)  Non-Federal  resources,  for  the 
purposes  of  counting  contributions  for 
administrative  costs,  may  include  funds 
from  a  Community  Development  Block 
Grant  made  to  an  entitlement  grantee  or 
a  State  under  section  106(b)  or  section 
106(d]  of  the  1974  Act  and  are  subject  to 
the  recordkeeping  and  documentation 
requirements  of  that  program. 

(3)  Taxes,  Fees,  and  Other  Charges. 
The  present  value  of  taxes,  fees,  or  other 
charges  that  are  normally  and 
customarily  imposed  but  are  waived, 
forgone,  or  deferred  in  a  manner  that 
facilitates  the  implementation  of  a 
homeownership  program  assisted  under 
this  notice.  Only  amounts  of  the  period 
after  the  date  a  property  is  acquired  by 
a  recipient  or  other  entity  for  transfer  to 
eligible  families;  the  effective  date  of  the 
implementation  grant  agreement  if  the 
recipient  already  owns  the  property;  or 
the  date  after  an  eligible  property  is 
acquired  directly  by  an  eligible  property, 
as  applicable,  may  be  counted  towards 
the  match.  For  example,  if  a  city  agrees 
to  forgo  real  property  taxes  for  20  years, 
the  application  shall  compute  the 
estimated  tax  that  would  be  otherwise 
payable  over  the  20  year  period,  and 
discount  it  to  present  value  based  on  a 
discount  rate  approved  or  prescribed  by 
HUD.  Amounts  that  would  be  waived, 
forgone,  or  deferred  for  longer  than  20 
years  from  the  date  a  family  acquires 
homeownership  interests  in  the  unit  may 
not  be  counted  towards  the  match 
because  enforcement  would  be 
impracticable.  Where  the  match 
includes  amounts  under  paragraph  (b)(3) 
of  this  section,  the  documents 
transferring  the  homeownership  interest 
to  the  family  shall  evidence  the 
contribution,  to  the  extent  the 
contribution  has  not  already  been 
received. 

(4)  Land  or  Other  Real  Property.  Real 
property,  not  acquired  with  Federal 
resources,  contributed  for  use  under  an 
approved  homeownership  program. 


(i)  Where  the  eligible  property  is  a 
public  or  Indian  housing  development, 
the  value  of  such  a  development  may 
not  be  counted  as  a  contribution 
towards  the  match. 

(ii)  The  as-is  fair  market  value  of 
eligible  property  may  be  counted  as  a 
contribution  towards  the  match, 
determined  in  accordance  with  a  recent 
appraisal  conducted  under  procedures 
established  or  approved  by  HUD.  The 
maximum  value  contributed  shall  be 
limited  as  provided  in  §§  405(b)(2)(ii] 
and  (iii). 

(iii)  Vacant  lots  on  existing  streets 
with  available  utilities  (which  need  not 
include  laterals)  may  be  contributed  for 
use  under  the  program,  but  only  if  a 
structure  will  be  moved  onto  it,  the 
resulting  property  qualifies  as  eligible 
property  under  the  program,  and  the 
total  amount  of  the  contribution  and  any 
amount  paid  from  HOPE  3  funds  for  the 
structure  and  moving  costs  are  within 
the  limits  provided  in  §§  405(b)(2)(ii] 
and  (iii). 

(5)  Infrastructure.  The  fair  market 
value  of  investment,  not  made  with 
Federal  resources,  in  on-site  and  off-site 
infrastructure  required  for  a 
homeownership  program.  The 
infrastructure  investment  may  be 
counted  towards  the  match  only  if  it 
was  completed  no  earlier  than  12 
months  before  the  date  of  notification 
by  HUD  of  implementation  grant 
approval.  Investment  in  infrastructure 
may  include  such  activities  as  new  or 
repaired  utility  laterals  connecting 
eligible  property  to  the  main  line  and 
new  or  rebuilt  walkways,  sidewalks,  or 
curbs  on  or  contiguous  to  the  eligible 
property.  If  the  investment  in 
infrastructure  also  benefits  other 
properties,  only  the  share  of  the  costs 
directly  benefiting  the  eligible  property 
under  the  homeownership  program  may 
be  counted  towards  the  match, 

(6)  Debt  Forgiveness.  Where  debt  on 
real  property  to  be  acquired  under  the 
program  is  forgiven,  permitting  the 
property  to  be  acquired  for  less  than  fair 
market  value,  the  savings  may  count  as 
a  match.  However,  the  amount  of 
forgiven  debt  counted  toward  the  match 
may  not  exceed  the  fair  market  value  of 
the  property  and  any  other  applicable 
limitations  determined  under 

§§  405(b)(2)  (ii)  and  (iii)  or  paragraph 

(b)(4]  of  tins  section. 

(7)  Other  In-Kind  Contributions,  (i) 
The  reasonable  value  of  in-kind 
contributions  proposed  by  the  applicant 
in  the  application  and  approved  by 
HUD.  In  reviewing  proposed  in-kind 
contributions,  HUD  shall  review  to 
ensure  (A)  the  proposed  contribution  is 
to  be  used  for  an  eligible  activity  under 
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the  proposed  homeownership  program; 

(B)  the  application  demonstrates  fiiat  the 
proposed  in-kind  contributicm  will 
actually  be  provided:  and  (C)  the 
proposed  v^ue  of  the  contribution  is 
reasonable.  In  determining  whether  the 
value  is  reasonable,  HUD  shall  generally 
consider  the  amount  such  work  would 
otherwise  cost  the  program,  but  may 
adjust  the  value,  based  on  special 
circumstances. 

(ii)  All  donated  labor,  including  sweat 
equity  provided  by  a  homebuyer  or 
homeowner,  shall  be  valued  at  $10  an 
hour,  except  for  donated  professional 
labor,  as  approved  by  HUD,  including 
work  by  homebuyers  and  homeowners. 
The  donated  professional  labor  shall  be 
valued  at  the  fair  market  value  of  the 
work  completed.  Professional  labor  is 
work  ordinarily  performed  by  the  donor 
for  payment,  such  as  woiic  by  laborers, 
electricians,  and  architects  that  is 
equivalent  to  work  they  do  in  their 
occupations.  Sweat  equity  may  be 
counted  towards  the  match  only  if  it  is 
not  also  counted  towards  a  family’s 
equity. 

(iii)  Donated  materials  and  supplies 
may  be  counted  towards  die  match 
contribution.  Materials  and  suppUes 
need  not  have  been  purchased 
specifically  for  the  program  to  be 
included  as  a  match  contribution,  if  the 
cost  of  die  grantee  of  the  materials  and 
supplies  (or,  in  the  case  of  materials  and 
supplies  donated  by  a  difierent  entity 
than  the  recipient  for  use  in  the  program, 
the  fair  market  value  of  the  materials 
and  supplies)  and  if  the  fact  that  they 
were  used  in  the  program  can  be 
documented.  The  recipient  shall 
maintain  a  written  enumeration  of  what 
donated  materials  and  supplies  will  be 
used  in  the  program,  as  well  as 
documentation  of  their  cost  or  value. 

(c)  Other  Restrictions.  All 
contributions  towards  eligible  activities 
to  be  counted  towards  the  matdi  shall 
be  provided  no  later  than  the  deadline 
for  completion  of  program  activities 
established  in  accordance  with  section 
705,  except  that  contributions  under 
section  410(b)(3),  taxes,  fees,  and  other 
charges,  may  be  made  after  the  deadline 
pursuant  to  a  legally  binding  obligation 
by  the  donor. 

(d)  Exertion  for  Indian  Housing 
Authorities.  Where  the  recipient  is  an 
IHA  and  the  IHA  (acting  in  that 
capacity)  has  not  receivi^,  and  will  not 
receive,  amounts  under  title  I  of  the 
Housing  and  Commimity  Development 
Act  of  1974  for  the  fiscal  year  in  which 
HUD  obligates  HOPE  ^nt  funds,  the 
match  requirements  imder  this  section 
shall  not  apply. 
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Section  415.  Applications  for 
implementation  grants. 

(a)  NOFA.  An  application  for  an 
implementation  grant  shall  be  submitted 
by  an  applicant  in  accordance  with  this 
notice  and  the  NOFA.  The  NOFA 
advises  potential  applicants  how  to 
obtain  an  application  package  and 
establishes  deadlines  and  other 
requirements  for  submission  of 
applications.  The  NOFA  also  informs 
each  applicant  that  it  may  request 
information  and  guidance  from  HUD 
about  program  requirements  and 
preparation  of  the  application. 

(b)  Application  Contents.  Each 
application  shall  contain  the  information 
required  by  the  application  package, 
which  shall  include  at  least  the 
following  items. 

(1)  Request  for  HOPE  Implementation 
Grant  The  application  shall  contain  (i)  a 
summary  description  of  the  proposed 
homeownership  program;  (ii)  a 
description  of  die  personnel  necessary 
to  complete  the  activities;  and  (iii)  the 
amount  of  the  grant  requested  for  each 
activity.  The  amount  requested,  together 
with  any  non-Federal  contributions, 
shall  be  sufficient  to  carry  out  ail 
proposed  activities. 

(2)  Match  Requirements,  (i)  The 
application  shall  describe  and,  except 
with  respect  to  administrative  costs, 
contain  com  uitments  for,  the  resources 
that  are  expected  to  be  contributed 
towards  the  match  required  under 
section  410,  and  of  any  other  resources 
that  are  expected  to  be  made  available 
in  support  of  the  homeownership 
program.  Except  for  administrative 
costs,  acceptable  evidence  that  the 
contribution  will  be  provided  shall  be 
included.  For  example,  if  20  years  of  tax 
abatement  will  be  counted  towards  the 
match,  the  chief  executive  officer  or 
appropriate  legislative  body  of  the 
government  should  submit  a  copy  of  the 
law  or  other  official  action  documenting 
this  commitment.  Cash  or  other  property 
contributions  (except  those  related  to 
administrative  costs)  shall  be  supported 
by  evidence  of  a  binding  commitment  by 
the  donor  to  donate  the  cash  or  other 
property,  subject  only  to  approval  of  the 
implementation  grant  and  any  other 
necessary  conditions  approved  by  HUD. 

(ii)  If  the  match  requirement  does  not 
apply  to  an  IHA  in  accordance  with 
section  410(d),  the  application  shall 
contain  a  certiHcation  that  the  IHA  has 
not  received,  and  will  not  receive, 
amounts  under  title  I  of  the  Housing  and 
Commimity  Developmeni  Act  of  1974  for 
the  Hscal  year  in  which  HUD  obligates 
HOPE  grant  fimds. 

(3)  Qualifications  and  Experience  of 
Applicant  (i)  The  application  shall 


describe  the  applicant  and  contain  a 
statement  of  its  qualifications  and 
experience,  including  qualifications  and 
experience  in  providing  housing  for  low- 
income  families. 

(ii)  Where  a  public  body  submits  an 
application  in  cooperation  with  a 
private  nonprofit  organization,  the 
application  shall  include  a  written 
agreement  that  delineates  their 
respective  roles  and  responsibilities  and 
identifies  the  entity  that  will  execute  the 
grant  agreement. 

(iii)  An  application  from  a  private 
nonprofit  organization  that  has  applied 
for  tax  exempt  status  under  section 
501(c)  of  the  Internal  Revenue  Code  of 
1986  on  or  before  the  date  of  application 
may  be  considered  so  long  as  the 
organization  is  approved  before  the 
effective  date  of  the  grant  agreement. 

(4)  Description  of  Proposed 
Homeownership  Program.  The 
application  shall  describe  the  proposed 
homeownership  program,  demonstrating 
consistency  with  all  requirements 
specified  in  this  notice  and  the 
application  package  (see,  especially, 
section  405,  Eligible  Implementation 
Grant  Activities  and  part  V,  Other 
Requirements).  The  application  shall 
specify  the  activities  to  be  carried  out, 
their  estimated  costs,  and  a  reasonable 
schedule  for  carrying  out  the  activities. 
The  schedule  shall  require  completion  of 
program  activities  under  the  grant 
agreement  no  later  than  four  years  from 
the  effective  date  of  the  grant 
agreement.  See  section  705  for  related 
requirements  and  provisions  permitting 
HUD  to  permit  a  longer  deadline  for 
completion  of  program  activities.  See 
section  715  for  requirements  for  the 
timely  transfer  of  ownership  interests  to 
eligible  families. 

(5)  Plan. — (i)  Identifying  and  Selecting 
Families.  The  application  shall  contain  a 
plan  for  identifying  and  selecting  eligible 
families  to  participate  in  the 
homeownership  program.  The  plan 
shall— 

(A)  Establish  equitable  procedures  for 
selection  of  eligible  families.  The 
procedures  shall  provide  for  selection 
only  of  families  that  are  creditworthy 
and  have  the  Hnancial  capacity  to 
handle  the  anticipated  costs  of 
homeownership. 

(B)  Except  for  Indian  tribes  and  IHAs 
as  described  in  section  505(a)(2), 
describe  activities  planned  to  carry  out 
the  applicant’s  affirmative  fair  housing 
marketing  responsibilities  that  apply 
whenever  homeownership  opportunities 
are  made  available  to  other  than  current 
residents  of  the  property.  The  plan  shall 
describe  the  applicant’s  affirmative  fair 
housing  marketing  strategy,  including 
specific  steps  to  inform  potential 


applicants  and  solicit  applications  from 
eligible  families  in  the  housing  market 
area  who  are  least  likely  to  apply  for  the 
program  without  special  outreach. 

(C)  Require  any  family  determined  not 
to  have  paid  the  appropriate  amount  of 
tenant  contribution  under  a  HUD 
housing  assistance  program  to  resolve 
any  deficiency  before  being  selected  for 
homeownership. 

(D)  Give  a  first  preference  to 
otherwise  qualified  residents  that 
legally  occupied  units  on  the  date  the 
implementation  grant  application  was 
submitted  to  HUD  and  to  current 
residents  at  the  time  homeowners  are 
selected.  If  the  unit  occupied  by  a  former 
resident  on  the  date  the  implementation 
grant  application  was  submitted  to  HUD 
is  occupied  by  a  current  resident,  a 
vacant  unit  under  the  program  shall  be 
offered  to  the  former  resident  at  the 
earliest  possible  time. 

The  plan  shall  also  give  a  first 
preference,  in  the  case  of  vacant 
properties,  to  otherwise  qualified 
eligible  families  who  reside  in  public  or 
Indian  housing  under  the  1937  Act.  If  a 
unit  occupied  by  a  resident  on  the  date 
the  implementation  grant  application  is 
submitted  to  HUD  is  vacant  but  its 
resident  on  the  date  of  application 
wishes  to  exercise  the  preference,  the 
unit  shall  not  be  considered  vacant  for 
purposes  of  the  preference  for  families 
who  reside  in  public  or  Indian  housing. 
The  plan  shall  also  include  such 
measures  as  may  be  necessary  to  inform 
residents  of  public  and  Indian  housing 
developments  of  their  preference,  such 
as  informing  RMCs,  RCs,  PHAs,  and 
IHAs  or  taking  other  appropriate 
measures. 

The  plan  shall  give  a  second 
preference  to  otherwise  qualified 
eligible  families  who  have  completed 
participation  in  an  economic  self- 
sufficiency  program.  The  following  self- 
sufficiency  programs  (and  any  other 
Federal,  State,  or  local  program 
proposed  by  the  applicant  and  approved 
by  HUD  as  equivalent)  qualify:  ftoject 
Self-Sufficiency,  Operation  Bootstrap, 
Family  Self-Sufficiency,  and  JOBS, 

(E)  Require  the  recipient  to  promptly 
notify  in  writing  any  rejected  applicant 
family  of  the  grounds  for  any  rejection, 
or  to  require  the  recipient  to  require 
another  appropriate  entity  to  do  so. 

(F)  Require  each  eligible  family 
selected  for  homeownership  to  certify  at 
the  time  it  acquires  an  ownership 
interest  in  the  unit  (or  enters  into  a  lease 
or  other  conditional  ownership 
agreement  providing  for  acquisition  of 
an  ownership  interest  by  the  family) 
that  it  intends  to  occupy  the  unit  as  its 
principal  residence. 
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(G]  Require  each  eligible  family  to 
agree  to  occupy  the  property  as  its 
principal  residence  during  the  15-year 
period  from  the  date  it  acquires 
ownership  interest  in  the  unit  (or  enters 
into  a  lease  or  other  conditional 
ownership  agreement  providing  for 
acquisition  of  an  ownership  interest  by 
the  family],  unless  the  recipient 
determines  that  family  is  required  to 
move  outside  the  market  area  due  to  a 
change  in  employment  or  an  emergency 
situation  or  the  family  sells  its 
ownership  interest.  The  family  may 
permit  others  to  rent  space  (such  as  a 
basement  area  or  a  spare  bedroom]  in 
the  property  occupied  by  the  family  as 
its  principal  residence. 

(H]  Require  any  eligible  family  that 
violates  the  agreement  made  under 
paragraph  (b)(5](i](G]  of  this  section  to 
pay  the  amount  then  due  under  the 
promissory  note. 

(I]  Describe  the  composition  of  the 
residents  and  potential  eligible  families, 
including  family  size  and  income,  and 
racial,  ethnic,  and  gender 
characteristics,  as  required  by  HUD. 

(ii]  Providing  Relocation.  The 
application  shall  describe  the  proposed 
relocation  activities,  in  accordance  with 
the  requirements  of  section  735.  The 
plan  shall  specify  the  approximate 
number  of  families  and  individuals  who 
are  expected  to  choose  to  move  and  the 
number  who  will  be  temporarily 
relocated  during  rehabilitation,  the 
estimated  costs,  the  source  of  funding, 
the  organization  that  will  carry  out  the 
relocation  if  different  than  the  applicant, 
and  other  available  resources  (including, 
for  example,  section  8  assistance]. 

(iii]  Managing  Sweat  Equity.  Where 
applicable,  the  application  shall  contain 
a  plan  for  managing  the  provision  of 
sweat  equity  by  homebuyers  and 
homeowners,  including  a  description  of 
the  anticipated  scope  of  the  work, 
schedule  of  completion,  training  of 
homebuyers  and  homeowners  (and 
training  of  others  donating  labor  in 
connection  with  sweat  equity  activity], 
supervision  of  the  work  by  a  licensed 
general  contractor,  and  a  contingency 
plan  if  the  sweat  equity  is  not  fully 
provided  or  the  schedule  is  not  met. 

(iv]  Providing  Training  and 
Counseling.  The  application  shall 
contain  a  plan  for  providing  training  and 
counseling  for  homebuyers  and 
homeowners. 

(6]  Eligibie  Property.  The  application 
shall  anticipate  selection  of  at  least  five 
properties  and  contain  the  following 
information  about  the  properties 
expected  to  be  included  in  the  program: 

(i]  The  anticipated  types  and  sizes  of 
properties; 


(ii]  Whether  the  applicant  expects  the 
properties  to  be  vacant; 

(iii]  Whether  the  properties  will  be 
owned  by  the  Federal  government, 
PHAs/IHAs,  or  State  or  local 
governments;  and 

(iv]  The  anticipated  locations  of  the 
properties,  by  specifying  particular 
neighborhoods  where  activities  will  be 
carried  out  and  describing  racial  and 
ethnic  characteristics  of  residents  of  the 
neighborhoods. 

(7]  Housing  Quality  Standards  Plan. 
The  application  shall  include  a  housing 
quality  standards  plan  describing  how 
the  applicant  will  ensure  that — 

(i]  The  unit  will  be  free  from  any 
defects  that  pose  a  danger  of  life,  health, 
or  safety  before  transfer  of  an 
ownership  interest  in  a  unit  to  an 
eligible  family  or  execution  of  a  lease 
with  an  option  to  purchase.  The 
recipient  shall  inspect,  or  ensure 
inspection  of,  each  unit  to  determine  it 
does  not  pose  an  imminent  threat  to  the 
life,  healdi,  or  safety  of  residents  and 
that  the  property  has  passed  recent  fire 
and  other  applicable  safety  inspections 
conducted  by  appropriate  local  officials; 
and 

(ii]  The  unit  will,  not  later  than  2  years 
after  the  transfer  to  an  eligible  family, 
meet  minimum  housing  standards.  The 
recipient  shall  inspect,  or  ensure 
inspection  of,  each  unit  to  determine  it 
meets  the  local  housing  code  or  the 
housing  quality  standards  established 
by  HUD  for  the  Section  8  Certificate 
program,  whichever  is  higher. 

Higher  standards  may  be  proposed  by 
the  applicant  or  required  by  lenders.  The 
applicant  shall  adopt  written 
rehabilitation  standards,  which  shall  be 
consistent  with  the  housing  quality 
standards  plan,  but  shall  not  submit 
them  to  HUD. 

(8]  Replacement  Housing.  Where 
section  18  of  the  1937  Act  applies,  the 
application  shall  contain  an  application 
imder  section  18  for  the  disposition  of 
units  in  public  or  Indian  housing 
developments  (see  sections  110(a]  and 
601(d]].  Applicants  that  intend  to  utilize 
their  HOPE  3  grant  in  conjunction  with  a 
section  5(h]  or  21  HUD  homeownership 
development  shall  be  required  either  to 
submit  as  part  of  the  HOPE  3 
application  package  a  certification  of 
compliance  with  an  existing  section  5(h] 
or  21  replacement  housing  plan,  or  a 
replacement  housing  plan  imder  section 
5(h]  or  21.  Applicants  should  consult  the 
HOPE  3  application  package  to 
determine  whether  the  proposed 
homeownership  program  is  subject  to,  or 
exempt  from,  the  requirements  of 
section  18  (including  the  requirement  for 
a  replacement  housing  plan],  or  whether 
alternative  requirements  (including 


alternative  replacement  housing  plan 
provisions]  are  applicable.  HOPE 
assistance  may  not  be  used  to  fund 
replacement  housing. 

(9]  Nondisplacement;  Participation  by 
Residents.  The  application  shall  contain 
a  certification  by  the  applicant  that  no 
person  has  been  or  will  be  displaced 
from  his  or  her  dwelling  as  a  direct 
result  of  a  homeownership  program 
under  this  notice.  This  does  not  preclude 
termination  of  tenancy  for  violation  of 
the  terms  of  occupancy  of  a  unit.  Each 
resident  of  an  eligible  property  on  the 
date  the  application  was  submitted  to 
HUD  and  each  resident  at  the  time 
homeowners  are  selected  shall  be  given 
an  opportunity  to  become  a  homeowner 
under  this  program  if  the  resident 
qualifies  as  an  eligible  family  and  meets 
other  program  requirements.  The  use  of 
eligible  properties  occupied  by  residents 
who  are  not  interested  in,  or  do  not 
qualify  for,  homeownership  and  who  do 
not  elect  to  move  is  not  permitted. 

(10]  Management  Entity.  The 
application  shall  identify  and  describe 
the  entity  that  will  operate  and  manage 
the  property,  and  contain  a  copy  of  the 
proposed  contract,  or  states  that  the 
applicant  intends  to  operate  and 
manage  the  property.  Where 
homeowners  will  have  full  responsibility 
upon  acquiring  a  homeownership 
interest  in  a  property  (as  is  expected  in 
scattered  site,  fee  simple  ownership 
arrangements],  this  requirement  will 
only  cover  the  period,  if  any,  until  the 
homeowners  become  fully  responsible. 

(11]  Financing,  (i]  The  application 
shall  identify  and  describe  the  financing 
proposed  for  any  (A]  rehabilitation  and 
(B]  acquisition  (1]  of  the  property,  where 
applicable,  by  die  applicant  or  other 
entity,  including  an  RC,  for  transfer  to 
eligible  families,  and  (2]  by  eligible 
families  of  ownership  interests  in 
eligible  properties. 

(ii]  Financing  may  include  use  of  the 
implementation  grant  to  permit  transfer 
of  an  ownership  interest  in  a  unit  to  an 
eligible  family  for  less  than  fair  market 
value  or  with  assisted  financing;  sale  for 
cash;  or  other  sources  of  financing 
(subject  to  requirements  that  apply  to 
such  other  sources],  including 
conventional  mortgage  loans,  mortgage 
loans  insured  under  title  II  of  the 
National  Housing  Act,  and  mortgage 
loans  under  other  available  programs, 
such  as  VA,  FmHA,  and  RTC  seller- 
assisted  financing. 

(iii]  Financing  may  not  involve  use  of 
the  low  income  housing  tax  credit.  No 
assumptions  are  permitted.  HUD  invites 
comments  on  whether  assumptions 
should  be  permitted. 
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(12)  Affordability — (i)  Initial 
Affordability.  (A)  The  application  shall 
denH)nstrate  that  the  monthly 
expenditure  for  principal,  interest,  taxes, 
and  insurance  by  an  eligible  family  that 
is  necessary  to  complete  the  sale  for  the 
initial  acquisition  of  a  unit  is  not  less 
than  20  percent  but  not  more  than  30 
percent  of  the  adjusted  income  of  the 
family,  determined  in  accordance  with 
24  CFR  part  913  (where  the  recipient  is  a 
PHA,  RMC,  or  RC),  part  813  (imless  the 
recipient  is  a  PHA,  RMC,  or  RC),  or  part 
905  (for  Indian  housing  developments), 
as  appropriate.  HUD  may  approve  a 
justified  request  in  the  application  for  a 
floor  lower  than  20  percent  to  avoid 
undue  hardship  to  families,  such  as 
where  the  cost  of  utilities  is  high.  As 
required  by  the  statute,  closing  costs  are 
included  in  this  30  percent  cap  to  the 
extent  they  are  included  in  the  costs  of 
principal  and  interest,  or  are  otherwise 
required  to  be  paid  by  the  homeowner 
over  time  after  acquisition.  It  does  not 
make  sense  to  count  closing  costs  paid 
as  a  lump  sum  at  closing  for  purposes  of 
computing  a  monthly  maximum  family 
expenditure.  In  setting  the  sales  price  for 
acquisition,  the  applicant  shall  take  into 
account  the  need  to  comply  with  this 
affordability  standard. 

(B)  Applicants  are  encouraged  to 
consider  the  additional  monthly  costs  of 
utilities  and  other  monthly  housing  costs 
in  determining  whether  the  family  can 
afford  to  purchase  a  unit. 

(C)  Applicants  shall  adopt  written 
standards  for  determining  monthly 
expenditures  under  paragraph  (b)(12)  of 
this  section,  but  shall  not  submit  them  to 
HUD. 

(ii)  Continued  Affordability.  The 
application  shall  contain  a  feasible  plan 
for  ensuring  continued  affordability  by 
homebuyers  and  homeowners  in  the 
eligible  property.  The  plan  shall  avoid 
using  financing,  such  as  a  mortgage  that 
is  not  fully  amortizing  (such  as  a 
“balloon”  mortgage)  or  that  involves 
negative  amortization,  that  would  impair 
the  continued  affordability  of  the 
property  for  eligible  families. 

(13)  Sales  Price  to  Applicant  or  Other 
Entity  The  application  shall  specify  the 
estimated  average  sales  price  to  the 
recipient  for  the  properties  expected  to 
be  acquired  for  homeownership  under 
the  program,  the  basis  for  the  estimate, 
and  terms  (if  known)  to  the  entity  that 
will  purchase  properties  for  resale  to 
eligible  families. 

(14)  Sales  Prices  and  Terms  of  Sale  to 
Eligible  Families;  Form  of  Ownership. 

(i)  The  application  shall  contain 
estimated  sales  prices  and  terms  of  sale 
to  eligible  families.  The  application  shall 
also  specify  the  type  or  types  of 
homeownership  to  be  used,  including 


cooperative  ownership  (including 
limited  equity  cooperative  ownership), 
fee  simple  ownership  (including 
condominium  ownership),  or  another 
form  of  ownership  proposed  and 
justifled  by  the  applicant  and  approved 
by  HUD. 

(ii)  In  order  for  the  homeowner  to 
have  a  continuing  equity  interest  in  the 
property,  the  proposed  program  shall 
require  each  eligible  family  to  make  an 
investment  in  the  property,  which  shall 
either  be  in  the  form  of  a  downpayment 
paid  at  closing  firom  family  resources  or 
from  the  proceeds  of  a  loan  to  the  family 
secured  by  a  mortgage  on  the  property, 

(iii)  An  eligible  family  may  transfer 
amounts  credited  to  it  under  other  HUD 
homeownership  programs  (including 
Turnkey  III  and  Mutual  Help)  to  meet 
down  payment  obligations  under  the 
HOPE  program,  if  it  is  purchasing  the 
same  unit  it  has  occupied  under  the 
other  HUD  homeownership  program.  An 
applicant  may  permit  a  family  to  meet 
its  dowm  payment  obligation,  if  any, 
through  “sweat  equity.” 

(iv)  See  110(f)  for  provisions  governing 
the  use  of  single  family  FHA  mortgage 
insurance. 

(15)  Resale  Restrictions,  If  Any.  The 
application  shall  contain  any  proposed 
restrictions  on  the  resale  of  units  by 
initial  or  subsequent  homeowners  under 
the  homeownership  program  (Section 
720(a)(l)(ii)).  The  required  restrictions 
set  forth  in  720  need  not  be  restated. 

(16)  CHAS  Certification,  (i)  The 
application  shall  contain  certification  by 
the  public  official,  or  his  or  her 
authorized  representative,  who  submits 
the  CHAS  that  the  proposed  activities 
are  consistent  with  the  approved  CI-IAS 
of  the  State  or  unit  of  general  local 
government  within  which  the  eligible 
property  is  located.  Where  the  program 
will  be  carried  out  in  more  than  one  unit 
of  general  local  government  with  a 
CHAS,  a  certification  from  each  shall  be 
included. 

(ii)  Paragraph  (b)(16)(i)  of  this  section 
shall  not  apply  to  an  application 
submitted  by  an  Indian  tribe  or  IHA. 
Indian  tribes  and  IHAs  are  not  included 
in  the  definition  of  a  “jurisdiction,"  the 
entity  charged  with  submitting  a  CHAS. 
HUD  has  concluded  that  Indian  tribes 
and  IHAs  need  not  submit  a  CHAS  and 
need  not  submit  a  certification  of 
consistency  with  a  housing  strategy. 

(17)  Equal  Opportunity  Certifications. 
(i)  The  application  shall  contain — 

(A)  A  certification  that  the  applicant 
will  comply  with  the  requirements  of  the 
Fair  Housing  Act,  title  VI  of  the  Civil 
Rights  Act  of  1964,  section  504  of  the 
Rehabilitation  Act  of  1973;  and  the  Age 
Discrimination  Act  of  1975,  and  will 
affirmatively  further  fair  housing;  or 


(B)  In  the  case  of  an  application  from 
an  Indian  tribe  or  IHA,  under  the 
circumstances  described  in  Section 
505(a)(2)  of  this  notice,  a  certification 
that  the  applicant  will  comply  with  the 
Indian  Civil  Rights  Act  (25  U5.C.  1301  et 
seq.),  section  504  of  the  Rehabilitation 
Act  of  1973,  and  the  Age  Discrimination 
Act  of  1975. 

(ii)  The  application  shall  contain  a 
statement  from  the  applicant  (A) 
whether  or  not  a  desegregation  order, 
agreement,  or  plan  that  applies  to  the 
applicant  is  in  effect  or  known  to  the 
applicant  to  be  under  consideration;  (B) 
that  the  applicant  is  not  in  violation  of 
any  existing  desegregation  order, 
compliance  agreement,  or  voluntary 
agreement,  or  a  statement  describing  the 
circumstances  of  the  violation;  and  (C) 
describing  any  potential  impact  the 
proposed  homeownership  program  may 
have  on  implementing  any  existing  or 
pending  order,  agreement,  or  plan. 

(10)  Plan  for  Use  of  Certain  Sales 
Proceeds.  The  application  shall  contain 
a  plan  for  use  of  proceeds  from  sales  to 
eligible  families  and  amoimts  families 
may  not  retain  upon  resale.  The  plan 
shall  provide  for  uncommitted  sales 
proceeds  and  resale  proceeds  that  may 
not  be  retained  by  a  homebuyer  to  be 
spent  before  additional  grant  amounts 
are  drawn  down  by  the  recipient. 

(19)  Economic  Development  The 
application  may  contain  a  plan  for 
economic  development  activities  under 
the  program.  The  application  shall 
demonstrate  that  the  proposed  activities 
under  §  405(b)(12)(i)  are  directly  related 
to  the  proposed  homeownership 
program,  and  describe  how  these 
activities  will  promote  the  self- 
sufficiency  of  homebuyers  and 
homeowners. 

(20)  Environmental  Certification.  The 
application  shall  contain  a  certification 
that  the  applicant  agrees  to  comply  with 
the  environmental  laws  and  authorities 
at  24  CFR  50.4  and  that  it  will  (i)  supply 
HUD  with  information  necessary  for  it 
to  perform  any  necessary  environmental 
review  of  each  property;  (ii)  carry  out 
mitigating  measures  required  by  HUD  or 
select  alternate  eligible  property;  and 

(iii)  net  acquire  or  otherwise  carry  out 
any  program  activities  with  respect  to 
any  eligible  property  until  HUD 
approval  is  received.  See  Section  745. 

(21)  Nonduplication  of  Funding.  The 
application  shall  contain  a  certification 
that  the  applicant  is  not  and  will  not 
receive  assistance  from  the  Federal 
government,  a  State,  or  a  unit  of  general 
local  government,  or  any  agency  or 
instrumentality  thereof,  for  activities  for 
which  funding  is  requested  in  the 
application. 
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(c)  Screening.  (1)  HUD  shall  screen 
each  application  submitted  on  or  before 
the  deadline  set  forth  in  the  NOFA  to 
determine  whether  it  is  complete,  is 
internally  consistent,  and  contains 
correct  computations.  Where  HUD 
determines  an  application  is  deficient  in 
one  or  more  of  these  areas,  it  shall 
notify  the  applicant  in  writing  and  give 
it  an  opportimity  to  correct  the 
deficiencies  in  its  application.  However, 
the  applicant  may  not  substantially 
revise  the  application,  such  as  by 
substituting  another  neighborhood  or 
applicant  or  changing  other  fundamental 
features  of  the  homeownership  program, 
because  that  would  not  be  fair  to  other 
applicants.  The  notiHcation  shall  inform 
each  applicant  that  it  may  request 
information  and  guidance  from  HUD 
about  program  requirements  and 
preparation  of  the  application.  The 
notification  shall  also  require  applicants 
to  submit  additional  or  corrected 
material  so  it  is  received  in  the 
appropriate  HUD  office  no  later  than 
close-of-business  on  the  14th  calendar 
day  after  the  date  of  notification  to  the 
applicant  giving  it  an  opportunity  to 
modify  its  application.  HUD  may  not 
extend  this  deadline  for  actual  receipt  of 
the  material  for  any  reason.  HUD  shall 
not  consider  further  any  applications 
that  do  not  meet  one  of  the  tests  in  the 
first  sentence  of  paragraph  (c)(1)  of  this 
section,  after  the  opportunity,  if  any,  to 
submit  additional  or  corrected  material, 
or  fail  to  comply  with  other  program 
requirements. 

(2)  The  purpose  of  this  procedure  is  to 
increase  the  number  of  approvable 
applications  so  viable  homeownership 
opportunities  may  be  developed  at  the 
earliest  possible  time,  while  giving  each 
applicant  an  equal  opportunity  to 
receive  HUD  assistance  and  correct 
deficiencies.  HUD  anticipates  that  many 
applicants  will  be  relatively  new  and 
may  need  this  additional  opportunity  to 
perfect  their  applications. 

(Approved  by  the  Office  of  Management  and 
Budget  under  control  number  2606-0119) 

Section  420.  Threshold  Review 

HUD  shall  review  each  application 
that  qualifies  for  additional 
consideration  under  the  screening 
procedures  in  section  415(c).  HUD  shall 
not  consider  further  any  application  that 
fails  to  meet  any  one  of  the  following 
additional  threshold  criteria — 

(a)  Experience  and  Capacity  of 
Applicant.  (1)  The  applicant  or  other 
specified  entity  has  the  administrative 
capacity,  or  proposes  to  obtain 
administrative  capacity,  that  is 
adequate  to  carry  out  ttie  proposed 
program. 


(2)  The  application  demonstrates  that 
the  applicant  or  other  specified  entity 
has  adequate  internal  management 
controls,  including  strong  systems  for 
financial  management  and  cost  controls, 
as  evidenced  by  submission  of  a 
summary  of  the  last  certified 
independent  audit  report  or  a 
certification  from  a  certified  public 
accountant  who  has  examined  the 
current  internal  management  controls  or 
is  establishing  those  systems  for  a  new 
entity. 

(3)  If  the  applicant  or  its  key  staff  and 
other  specified  entity  and  its  key  staff 
have  previous  experience  in  housing 
acquisition,  rehabilitation,  or  a 
homeownership  program,  their  efforts 
have  been  free  of  serious  problems  and 
major  audit  findings  or  problems  and 
findings  have  been  satisfactorily 
resolved. 

(b)  Feasibility  of  the  Homeownership 
Program.  (1)  The  application  sets  forth  a 
realistic  schedule  for  implementing  the 
proposed  program,  including  timely 
acquisition  and,  where  applicable, 
timely  rehabilitation  of  properties,  as 
well  as  timely  property  transfer  to 
homebuyers.  llie  schedule  shall  provide 
for  completion  of  implementation  within 
four  years  from  the  effective  date  of  the 
grant  agreement,  except  where  a  longer 
period  is  approved  in  accordance  with 
§705. 

(2)(i)  At  least  five  potentially  suitable 
eligible  properties  are  available  in  the 
areas  in  which  the  applicant  proposes  to 
carry  out  the  program. 

(ii)  The  proposed  program  does  not 
result  in  appreciably  reducing  in  the 
locality  the  number  of  affordable  rental 
housing  units  of  the  type  to  be  assisted 
that  would  be  available  to  residents 
currently  residing  in  the  types  of 
properties  proposed  for  use  imder  the 
program  or  to  families  who  would  be 
eligible  to  reside  in  the  properties.  In  the 
case  of  scattered  site,  single  family 
public  or  Indian  housing,  where  section 
18  of  the  1937  Act  applies  (see  section 
110(a)),  this  requirements  is  met 
automatically  since  section  18  of  the 
1937  Act  requires  replacement  of  each 
unit  transferred  to  homeownership. 

HUD  shall  determine  that  the 
application  complies  with  this  criterion 
if  it  determines  Aat  no  more  than  10 
percent  of  the  affordable  single  family 
(one-  to  four  units)  rental  housing  units 
in  the  market  area  would  be  converted 
to  homeownership  as  a  result  of 
approval  of  the  application.  If  the 
proposed  homeownership  program  is  in 
a  market  area  that  contains  such  a  small 
number  of  afiordable  rental  housing 
units  that  the  applicant  believes  the 
number  of  units  included  in  its 


application  may  exceed  the  10  percent 
threshold,  the  applicant  shall  submit 
whatever  documentation  it  believes 
appropriate  to  assist  HUD  in  making 
this  determination. 

(3)  The  proposed  financing  from  all 
sources  is  sufficient  to  accomplish  the 
program’s  objectives. 

(4)  The  application  demonstrates  that 
the  affordability  standards  in  section 
415(b)(12)  can  be  met  and  the  plan  for 
ensuring  continued  affordability  in 
section  415(b)(12)(ii)  is  feasible.  The 
plan  shall  take  into  account  the 
proposed  cost  of  operating  and 
maintaining  the  property  after  eligible 
families  become  homeowners  and  the 
adequacy  of  counseling  and  training  of 
homebuyers,  residents,  and 
homeowners. 

(5)  Adequate  supportive 
homeownership  counseling  services  will 
be  provided. 

(6)  If  applicable,  the  application 
provides  for  necessary  relocation 
assistance. 

(7)  The  plan  in  section  415(b)(5)(i)  for 
identifying  and  selecting  eligible 
families  to  participate  is  acceptable. 

(8)  The  housing  quality  standards  plan 
in  section  415(b)(7)  is  acceptable. 

(9)  The  proposed  program  provides 
that  all  units  in  properties  assisted 
under  the  program  will  be  acquired  by 
eligible  families. 

(10)  The  application  complies  with  all 
other  applicable  requirements  and 
proposes  a  homeownership  program 
that  is  feasible,  given  the  scope  and 
location  of  the  program  and  the 
administrative  capacity  of  the  applicant. 

(c)  Equal  Opportunity  and  Related 
Requirements.  'Ifre  applicant’s 
certification  of  compliance  with  equal 
opportunity  and  related  requirements 
and  its  statement  concerning 
desegregation  orders,  compliance 
agreements,  and  voluntary  agreements 
are  consistent  with  facts  luiown  to  HUD, 
and  the  performance  of  the  applicant  is 
satisfactory  or  any  problems  are  being 
satisfactoiily  resolved. 

Section  425.  Rating,  ranking,  and 
selection  of  applications 

(a)  Rating.  If  the  regional  allocation  is 
not  sufficient  to  fund  each  application 
that  HUD  determines  meets  the 
threshold  requirements,  HUD  shall 
review  each  such  application  and  assign 
it  points  in  accordance  with  the 
following  selection  criteria — 

(1)  Capability.  The  ability  of  the 
applicant  to  develop  and  carry  out  the 
proposed  homeownership  program  in  a 
reasonable  time  and  in  a  successful 
manner.  In  assigning  points  for  this 
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criterion.  HUD  shall  consider  evidence 
in  the  application  demonstrating — 

(1)  The  capability  of  the  applicant  to 
handle  financial  resources, 
demonstrated  through  such  evidence  as 
previous  experience  of  the  applicant  or 
key  staff  and  existing  finanaal  control 
procedures,  or  by  an  explanation  of  how 
such  capabiUty  will  be  obtained — 10 
points: 

(li)  The  capability  of  the  applicant  to 
manage  the  proposed  homeownership 
program  as  a  whole,  demonstrated 
through  previous  experience  of  the 
applicant  or  key  staff  in  managing 
acquisition,  rehabilitation,  construction, 
real  estate  financing,  counseling  and 
training,  or  other  relevant  activities  or 
by  an  explanation  of  how  such 
capability  will  be  obtained — 10  points. 

Maximum  points  for  this  criterion  (!}: 
20  points. 

(2)  Local  Support.  In  assigning  points 
for  this  criterion,  HUD  shall  consider — 

(i)  The  extent  of  commitment  of  the 
unit  of  general  local  government  (or 
Indian  tribe,  where  applicable)  and  the 
PHA/IHA  (where  it  is  not  part  of  the 
unit  of  general  local  government  or 
Indian  tribe  and  where  units  in  public  or 
Indian  housing  developments  are 
expected  to  be  used  under  the  program) 
in  support  of  the  program,  such  as  the 
provision  of  social  services  (including 
counseling  and  training),  rehabilitation 
loans  or  grants,  interest  rate  subsidies, 
water  and  sewer  improvements,  street 
and  sidewalk  improvements,  and  tax 
abatements — 7  points. 

(ii)  The  extent  of  commitment  of  the 
local  community  (including  places  of 
worship,  bcuiks,  neighborhood  or 
community  organizations  or  other 
community  groups)  in  support  of  the 
program,  such  as  the  donation  of  labor 
or  materials,  interest  rate  reductions  or 
other  financing  subsidies,  and 
commitment  of  volunteer  assistance  in 
some  aspect  of  the  program  (activities  of 
the  applicant  shall  not  be  considered 
under  this  subcriterion  lii)) — 7  points. 

Maximum  points  for  this  criterion  (2): 
14  points. 

(3)  Quality  In  assigning  points  for  this 
criterion,  HUD  shall  consider — 

(i)  The  quality  of  the  applicant’s 
efforts  to  maintain  long-term 
afiordability,  taking  into  account  such 
program  features  as  long-term  financing 
at  reasonable  terms,  energy 
conservation,  and  improvements  that 
will  require  low-cost  maintenance — 6 
points;  and 

(ii)  The  extent  to  which  the  plan 
provides  for  high  quality  supportive 
services  to  homebuyers  and 
homeowners,  such  as  pre-  and  post- 
homeownership  counseling — 5  points. 


Maximum  points  for  this  criterion  (3): 
10  points. 

(4)  Relationship  to  CHAS.  Whether 
the  approved  CHAS  for  the  jurisdiction 
or  jurisdictions  within  which  the 
homeownership  program  is  to  be  carried 
out  includes  homeownership  as  one  of 
the  general  priorities  identified  pursuant 
to  section  105(b)(7)  of  NAHA. 

This  criterion  shall  not  be  used  to  rate 
an  application  submitted  by  an  Indian 
tribe  or  IHA.  The  maximum  score  for 
such  an  application  will  be  95.  The 
percentage  of  points  earned  by  an 
applicant,  based  on  its  maximum  points 
local  of  95,  will  be  multiplied  by  the 
maximum  number  of  points  for  other 
applicants  (100)  to  determine  the  points 
for  purposes  of  ranking. 

Points  for  this  criterion  (4):  5  points. 

(5)  Efficiency  In  assigning  points  for 
this  criterion,  HUD  shall  consider  the 
cost-effectiveness  in  using  Federal  grant 
funds,  determined  by  dividing  the 
requested  amount  of  the  grant  (adjusted 
by  the  R.S.  Means  Cost  Construction 
Index,  where  appropriate)  by  the  total 
number  of  units  expected  to  be  assisted. 

Maximum  points  for  this  criterion  (5): 
15  points. 

(6)  MBE/WBE  Goals,  (i)  The  extent  to 
which  the  applicant  demonstrates  a  firm 
commitment  to  promoting  the  use  of 
minority  business  enterprises  and 
women-owned  businesses,  especially 
resident-owned  businesses.  For 
example,  the  applicant  has  used  such 
businesses  in  the  past,  has  set  forth 
specific  affirmative  steps  it  will  take  to 
ensure  that  such  businesses  have  an 
equal  opportunity  to  obtain  and  compete 
for  contracts,  or  both.  These  steps  may 
include  the  steps  outlined  at  24  CFR 
85.36(e)  and  570.506(g)(6],  but  may  not 
include  awarding  contracts  solely  or  in 
part  on  the  basis  of  race  or  gender.  See 
section  505(d)  for  the  legal  basis  for  this 
criterion. 

(ii)  In  the  case  of  applications 
submitted  by  Indian  tribes  or  IHAs,  the 
requirements  of  the  Indian  Self- 
Determination  and  Education 
Assistance  Act,  25  U-S.C.  450e(b).  apply. 
Accordingly,  for  such  applicants,  points 
for  this  factor  shall  be  assigned  based 
on  the  extent  to  which  the  applicant 
demonstrates  a  firm  commitment  to 
promoting  the  use  of  minority  business 
enterprises  and  women-owned 
businesses,  to  the  maximum  extent 
consistent  with,  but  not  in  derogation  of, 
the  Indian  Self-Determination  and 
Education  Assistance  Act. 

Maximum  points  for  this  criterion 
(6)(i)  or  (ii),  as  applicable:  5  points. 

(7)  Inventory  In  assigning  points  for 
this  criterion,  HUD  shall  consider — 

(i)  The  extent  to  which  the  proposal 
will  emphasize  the  use  of  eligible 


Federal  properties,  public  or  Indian 
housing,  or  both— 3  points:  and 

(ii)  The  extent  of  the  applicant’s 
commitment  to  use  vacant  imits,  as 
described  in  the  applicant’s 
homeownership  program  plan — 8  points. 
This  subcriterion  shall  not  be  used  to 
rate  an  application  where  use  of 
scattered  site  single  family  public  or 
Indian  housing  is  proposed  for  more 
than  half  of  the  units  under  the  program. 
The  maximum  score  for  such  an 
application  will  be  92.  The  percentage  of 
points  earned  by  an  applicant,  based  on 
its  maximum  point  total  of  92,  will  be 
multiplied  by  the  maximum  number  of 
points  for  other  applicants  (100)  to 
determine  the  points  for  purposes  of 
ranking.  For  example,  if  an  application 
receives  46  out  of  92  points,  or  50 
percent,  it  will  be  ranked  as  if  it  had 
earned  50  points  (50  percent  of  100 
points),  not  46  points. 

Maximum  points  for  this  criterion  (7): 

11  points. 

(8)  Need.  In  assigning  points  for  this 
criterion,  HUD  shall  consider  the 
percentage  of  the  number  of  rental 
households  in  the  jurisdiction  or 
jurisdictions  in  which  the  program  will 
be  carried  out  that  are  living  m  poverty 
as  defined  by  the  Bureau  of  the  Census. 

Maximum  points  for  this  criterion  (8): 
15  points. 

(9)  Fair  Housing  Choice.  The  degree  to 
which  the  applicant’s  proposal  furthers 
fair  housing  ^oice  through  its 
affirmative  marketing  strategy,  the 
proposed  areas  in  which  eligible 
properties  are  located,  or  a  combination 
of  these  factors. 

This  criterion  shall  not  be  used  to  rate 
an  application  submitted  by  an  Indian 
tribe  or  IHA,  when  those  entities  are 
covered  by  the  Indian  Civil  Rights  Act. 
Section  505(a)(2)  explains  the 
circumstances  under  which  the  Indian 
Civil  Rights  Act  applies.  The  maximum 
score  for  such  an  application  will  be  95. 
The  percentage  of  points  earned  by  an 
applicant,  based  on  its  maximum  point 
total  of  95,  will  be  multiplied  by  the 
maximum  number  of  points  for  other 
applicants  (100)  to  determine  the  points 
for  purposes  of  ranking. 

Maximum  points  for  this  criterion  (9): 

5  points.  Maximum  total  points:  100 
points. 

(b)  Ranking  and  Selection.  (1)  After 
assigning  points  to  each  application 
under  paragraph  (a)  of  this  section,  HUD 
shall  review  and  may  adjust  the  ratings 
to  ensure  consistency  among  Field  and 
Regional  Office  scores.  HUD  shall  then 
rank  the  applications  in  order,  by  HUD 
Region.  HUD  shall  select  the  highest 
ranking  applications  within  each  Region. 
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(2)  If  two  or  more  applications  in  a 
Region  receive  the  same  number  of 
points  and  sufficient  amounts  are  not 
available  to  fund  all  such  applications, 
the  application  or  applications 
requesting  the  smallest  grants  shall  be 
selected  if  a  siifHcient  amount  remains 
to  fund  them.  If  two  or  more  tied 
applications  request  the  same  amount 
and  sufficient  funds  are  not  available  to 
fund  all  such  applications,  the  following 
system  will  be  used: 

(i)  If  the  tied  applications  are  for 
programs  to  be  carried  out  in  different 
jurisdictions,  the  one(s]  with  the  highest 
number  of  points  for  Need  (criterion  (8)] 
shall  be  selected,  using  whatever 
remaining  funds  are  available. 

(til  If  the  tied  applications  are  to  be 
carried  out  in  the  same  jurisdiction,  the 
one(s)  with  the  highest  number  of  points 
for  Efficiency  (criterion  (5))  shall  be 
selected,  using  whatever  remaining 
funds  are  available.  If  any  amounts 
remain  after  applying  these  procedures, 
they  shall  be  reallocated  in  accordance 
with  paragraph  (e)  of  this  section. 

(3)  Procedural  errors  discovered  after 
initial  ratings  but  before  notification  of 
applicants  shall  be  corrected  and 
rankings  revised.  Procedural  errors 
discovered  after  notification  of 
approved  applicants  which,  if  corrected, 
would  result  in  approval  of  an 
application  which  was  not  approved 
will  be  corrected  by  funding  that 
application  from  any  unused  amounts  or 
"off  the  top”  from  amounts  available  for 
implementation  grants  in  the  next 
funding  round. 

(c)  Reduction  in  Requested  Grant 
Amounts.  HUD  shall  approve  an 
application  for  an  amount  lower  than 
the  amount  requested  or  adjust  line 
items  in  the  proposed  budget  within  the 
amount  requested  (or  both)  if  it 
determines  the  amoimt  requested  for 
one  or  more  eligible  activities  is 
unreasonable  or  unnecessary  or  does 
not  otherwise  meet  applicable  cost 
limitations  established  for  the  program. 
In  addition,  HUD  may  approve  an 
appbcation  for  a  lower  amount  if  it 
determines  (1)  there  is  an  insufficient 
inventory  of  potential  eligible  properties: 
(2)  the  application  sets  unrealistic 
program  goals;  (3)  the  applicant  lacks 
adequate  past  experience  or  otherwise 
is  not  able  to  carry  out  as  large  a 
program  as  requested;  (4)  the  applicant 
has  requested  an  ineligible  activity'  (5) 
the  applicant  has  proposed  an 
inadequate  match;  or  (6)  insufficient 
amounts  remain  in  that  funding  round  to 
fund  the  full  amount  requested  in  the 
application. 

(d)  Notification  of  Approval  or 
Disapproval  After  completion  of  the 
ranking  and  selection  of  applications. 


but  no  later  than  six  months  after  the 
date  of  submission  of  the  application, 
HUD  shall  notify  the  selected  applicants 
and  the  applicants  that  have  not  been 
selected,  in  writing.  The  amount  of  the 
required  match  may  be  adjusted  when 
HUD  approves  an  application,  to  reflect 
the  approved  grant  amount  HUD  will 
cancel  approval  of  the  application  if 
commitments  for  replacement  housing 
are  not  provided  in  a  reasonable  period 
of  time. 

(e)  Insufficient  Approvable 
Applications;  Reallocation.  (1)  If  funds 
remain  after  HUD  approves  all 
approvable  applications  in  a  Region,  the 
remaining  amounts  firom  each  Region 
may  be  combined  and  HUD  may 
reallocate  to  Regions  having  more 
appUcations  meeting  threshold 
requirements  than  can  be  funded  fi'om 
the  initial  allocation  for  that  Region. 
Amounts  that  become  available  due  to 
deobligation  of  grant  amounts  may  also 
be  reallocated.  Where  HUD  reallocates 
funds  under  paragraph  (e)(1)  of  this 
section,  HUD  shall  reallocate  funds 
using  the  same  factors  as  used  for  the 
original  allocation.  If  amounts  remain 
after  applying  these  procedures,  they 
may  be  made  available  to  fund  the 
highest  ranked,  imfunded  planning  grant 
applications  or  made  available  under  a 
NOFA  inviting  additional  applications. 

(2)  As  an  alternative  to  the  procedures 
in  paragraph  (e)(1)  of  this  section,  if 
funds  remain  after  HUD  approves  all 
approvable  applications  in  a  Region,  the 
remaining  amounts  fiom  each  Region 
may  be  made  available  to  fund  the 
highest  ranked,  unfunded  planning  grant 
applications  or  made  available  under  a 
NOFA  inviting  additional  applications. 

V.  Other  Requirements 

Section  501  Flood  Insurance  and 
Coastal  Barriers  Resources  Act 

(a)  Flood  Insurance.  Pursuant  to  the 
Flood  Disaster  Protection  Act  of  1973  (42 
U.S.C.  4001-4128],  the  recipient  may  not 
provide  financial  assistance  for 
acquisition  or  rehabilitation  of 
properties  located  in  an  area  identified 
by  the  Federal  Emergency  Management 
Agency  (FEMA)  as  having  special  flood 
hazards,  unless — . 

(1)  The  community  in  which  the  area 
is  situated  is  participating  in  the 
National  Flood  Insurance  program  (see 
44  CFR  parts  59  through  79),  or  less  than 
one  year  has  passed  since  FEMA 
notification  regarding  such  hazards;  and 

(2)  Flood  insurance  is  obtained  as  a 
condition  of  the  acquisition  or 
rehabilitation  of  the  property. 

(b)  Coastal  Barriers  Resources  Act. 
Pumuant  to  the  Coastal  Barrier 
Resources  Act  (16  U  S.C.  3601),  HUD 


will  not  approve  use  of  properties  in  the 
Coastal  Barrier  Resources  System. 

Section  505.  Nondiscrimination  and 
Equal  Opportunity 

(a)  Fair  Housing  Requirements.  (1) 

The  requirements  of  the  Fair  Housing 
Act  (42  U.S.C.  3601-19)  and 
implementing  regulations  at  24  CFR  part 
100,  part  109,  and  part  110;  Executive 
Order  11063,  as  amended  by  Executive 
Order  12259  (3  CFR,  1958-1963  Comp.,  p. 
652  and  3  CFR,  1980  Comp.,  p.  307) 

(Equal  Opportunity  in  Housing)  and 
implementing  regulations  at  24  CFR  part 
107;  and  title  VI  of  the  Civil  Rights  Act 
of  1964  (42  U5.C.  2000d) 
(Nondiscrimination  in  Federally 
Assisted  Programs)  and  implementing 
regulations  issued  at  24  CFR  part  1  shall 
apply. 

(2)  The  Indian  Civil  Rights  Act  (25 
U.S.C.  1301  et  seq.)  applies  to  tribes 
when  they  exercise  their  powers  of  self- 
government.  Thus,  it  is  applicable  in  all 
cases  when  an  IHA  has  been 
established  by  exercise  of  such  powers. 
In  the  case  of  an  IHA  established 
pursuant  to  State  law,  the  applicability 
of  the  Indian  Civil  Rights  Act  shall  be 
determined  on  a  case-by-case  basis. 
Developments  subject  to  the  Indian  Civil 
Rights  Act  shall  be  developed  and 
operated  in  compliance  with  its 
provisions  and  all  implementing  HUD 
requirements,  instead  of  title  VI  and  the 
Fair  Housing  Act  and  their  implementing 
regulations. 

(b)  Discrimination  on  the  Basis  of  Age 
or  Handicap. 

The  prohibitions  against 
discrimination  on  the  basis  of  age  under 
the  Age  Discrimination  Act  of  1975  (42 
U.S.C  6101-07)  and  implementing 
regxilations  at  24  CFR  part  146,  and  the 
prohibitions  against  discrimination 
against  handicapped  individuals  under 
section  504  of  the  Rehabilitation  Act  of 
1973  (29  U.S.C.  794)  and  implementing 
regulations  at  24  CFR  part  8  shall  apply. 

(c)  Employment  Opportunities.  (1)  The 
requirements  of  section  3  of  the  Housing 
and  Urban  Development  Act  of  1968  (12 
U  S.C.  1701u)  (Employment 
Opportunities  for  Lower  Income  Persons 
in  Connection  with  Assisted  Projects) 
shall  apply.  In  addition.  Executive  Oirier 
11246  (3  CFR  1964-1965  Comp.,  p.  339) 
(Equal  Employment  Opportunity)  and 
implementing  regulations  at  41  CFR  part 
60  shall  apply. 

(2)  In  the  case  of  Indian  tribes  and 
IHAs,  the  requirements  of  the  Indian 
Self-Determination  and  Education 
Assistance  Act  shall  also  anoiy  (see  25 
U.S.a  450e(b);  24  CFR  905.1^  (a)  and 
(b)  and  905.360):  compliance  with 
Executive  Order  112M  and  41  CFR  part 
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60  shall  be  to  the  maximum  extent 
consistent  with,  but  not  in  derogation  of. 
the  Indian  Self-Determination  and 
Education  Assistance  Act  (see  24  CFR 
g05.170(b)  and  905.360). 

(d)  Minority  and  Women’s  Business 
Enterprises.  The  requirements  of 
Executive  Orders  11625, 12432,  and 
12138  shall  apply.  Consistent  with 
HUD's  responsibilities  imder  these 
Orders,  recipients  must  make  efforts  to 
encourage  the  use  of  minority  and 
women's  business  enterprises  in 
connection  with  funded  activities.  In  the 
case  of  applications  submitted  by  Indian 
tribes  or  IHAs,  recipients’  efforts  must 
be  consistent  with,  but  not  in  derogation 
of,  the  Indian  Self-Determination  and 
Education  Assistance  Act,  25  U.S.C. 
450e(b). 

(e)  Affirmative  Fair  Housing 
Marketing.  The  recipient  shall  adopt  a 
plan  for  informing  and  soliciting 
applications  from  people  who  are  least 
likely  to  apply  for  the  program  without 
special  outreach,  consistent  with  the 
affirmative  fair  housing  marketing 
requirements.  See  24  CFR  part  108.  This 
paragraph  shall  not  apply  to  Indian 
tribes  and  IHAs,  as  described  in 
paragraph  (a}(2]  of  this  section. 

(f)  Authority  for  Collection  of  Racial, 
Ethnic,  and  Gender  Data.  HUD  requires 
submission  of  racial,  ethnic,  and  gender 
data  under  this  notice  pursuant  to 
section  562  of  the  Housing  and 
Community  Development  Act  of  1987 
and  section  808(e)(6]  of  the  Fair  Housing 
Act. 

Section  510.  OMB  Circulars 

(a)  The  policies,  guidelines,  and 
requirements  of  OMB  Circular  Nos.  A- 
87  (Cost  Principles  Applicable  to  Grants, 
Contracts  and  Other  Agreements  with 
State  and  Local  Governments)  and  24 
CFR  part  85  (Administrative 
Requirements  for  Grants  and 
Cooperative  Agreements  to  State,  Local 
and  Federally  Recognized  Indian  Tribal 
Governments)  apply  to  the  award, 
acceptance,  and  use  of  assistance  under 
the  program  by  governmental  entities, 
and  to  die  remedies  for  non-compliance, 
except  where  inconsistent  with  Ae 
provisions  of  NAHA,  other  Federal 
statutes,  or  this  notice.  Circular  Nos.  A- 
110  (Grants  and  Cooperative 
Agreements  with  Institutions  of  Higher 
Education,  Hospitals,  and  Other 
Nonprofit  Organizations)  and  A-122 
(Cost  Principles  Applicable  to  Grants, 
Contracts  and  Other  Agreements  with 
Nonprofit  Institutions)  apply  to  the 
acceptance  and  use  of  assistance  by 
private  nonprofit  organizations,  except 
where  inconsistent  with  the  provisions 
of  NAHA,  other  federal  statutes,  or  this 
notice.  Recipients  are  also  subject  to  the 


audit  requirements  of  OMB  Circular  A- 
128  implemented  at  24  CFR  part  44,  and 
OMB  Circular  A-133  (Audits  of 
Institutions  of  Higher  Learning  and 
Other  Nonprofit  Institutions). 

(b)  Copies  of  OMB  Circulars  may  be 
obtained  from  E.O.P.  Publications,  room 
2200,  New  Executive  Office  Building, 
Washington,  DC  20503,  telephone  (202) 
395-7332  (this  is  not  a  toll-free  number). 
There  is  a  limit  of  two  fi'ee  copies. 

Section  515.  Drug-Free  Workplace 

Applicants  shall  certify  that  they  will 
provide  a  drug-free  workplace,  in 
accordance  with  the  Drug-free 
Workplace  Act  of  1988  and  HUD’s 
implementing  regulations  at  24  CFR  part 
24,  subpart  F. 

Section  520.  Anti-Lobbying  Certification 

(a)  Section  319  of  Public  Law  101-121 
prohibits  recipients  of  Federal  contracts, 
grants,  and  loans  fi:om  using 
appropriated  funds  for  lobbying  the 
Executive  or  Legislative  Branches  of  the 
Federal  Government.  A  government- 
wide  common  rule  governing  the 
restrictions  on  lobbying  was  published 
as  an  interim  rule  on  February  26, 1990 
(55  FR  6736)  and  supplemented  by  a 
notice  published  June  15, 1990  (55  FR 
24540).  For  HUD,  this  rule  is  found  at  24 
CFR  part  87.  The  rule  requires 
applicants  for  and  recipients  of 
assistance  exceeding  $100,000  to  certify 
that  no  Federal  funds  have  been  or  will 
be  spent  on  lobbying  activities  in 
connection  with  the  assistance.  The  rule 
also  requires  disclosures  from 
applicants  and  recipients  if 
nonappropriated  funds  have  been  spent 
or  committed  for  lobbying  activities  if 
those  activities  would  be  prohibited  if 
paid  with  appropriated  funds.  The  law 
provides  substantial  monetary  penalties 
for  failure  to  file  the  required 
certification  or  disclosure. 

(b)  This  section  shall  not  apply  to 
In^an  tribes  or  IHAs.  Indian  tribes, 
tribal  organizations,  or  any  other  Indian 
organization  with  respect  to 
expenditures  specifically  permitted  by 
other  Federal  law  are  not  covered  by  the 
definition  of  “person”  in  24  CFR  part  87. 

Section  525.  Debarred  or  Suspended 
Contractors 

The  provisions  of  24  CFR  part  24 
apply  to  the  employment,  engagement  of 
services,  awarding  of  contracts, 
subgrants,  or  fimding  of  any  recipients, 
or  contractors  or  subcontractors,  during 
any  period  of  debarment,  suspension,  or 
placement  in  ineligibility  status. 

Section  530.  Conflict  of  Interest 

(a)  In  addition  to  the  conflict  of 
interest  requirements  in  OMB  Circular 


A-110  •  and  24  CFR  part  85,  no  person 
who  is  an  employee,  agent,  consultant, 
officer,  or  elected  or  appointed  official 
of  the  recipient  and  who  exercises  or 
has  exercised  any  functions  or 
responsibilities  with  respect  to  assisted 
activities,  or  who  is  in  a  position  to 
participate  in  a  decisionmaking  process 
or  gain  inside  information  with  regard  to 
such  activities,  may  obtain  a  financial 
interest  or  benefit  from  the  activity,  or 
have  an  interest  in  any  contract, 
subcontract,  or  agreement  with  respect 
thereto,  or  the  proceeds  thereunder, 
either  for  himself  or  herself  or  for  those 
with  whom  he  or  she  has  family  or 
business  ties,  during  his  or  her  tenure  or 
for  one  year  thereafter,  except  that  a 
resident  of  an  eligible  property  may 
acquire  an  ownership  interest. 

(b)  HUD  may  grant  an  exception  to 
the  exclusion  in  paragraph  (a)  of  this 
section  on  a  case-by-case  basis  when  it 
determines  that  such  an  exception  will 
serve  to  further  the  purposes  of  the 
HOPE  program  and  the  effective  and 
efficient  administration  of  the  local 
homeownership  program.  An  exception 
may  be  considered  only  after  the 
applicant  or  recipient  has  provided  a 
disclosure  of  the  nature  of  the  conflict, 
accompanied  by  an  assurance  that  there 
has  been  public  disclosure  of  the 
conflict  and  a  description  of  how  the 
public  disclosure  was  made  and  an 
opinion  of  the  applicant’s  or  recipient’s 
attorney  that  the  interest  for  which  the 
exception  is  sought  would  not  violate 
State  or  local  laws.  In  determining 
whether  to  grant  a  requested  exception, 
HUD  shall  consider  the  cumulative 
effect  of  the  following  factors,  where 
applicable: 

(1)  Whether  the  exception  would 
provide  a  significant  cost  benefit  or  an 
essential  degree  of  expertise  to  the  local 
homeownership  program  that  would 
otherwise  not  be  available; 

(2)  Whether  an  opportunity  was 
provided  for  open  competitive  bidding 
or  negotiation; 

(3)  Whether  the  person  affected  is  a 
member  of  a  group  or  class  intended  to 
be  the  beneficiaries  of  the  activity  and 
the  exception  will  permit  such  person  to 
receive  generally  the  same  interests  or 
benefits  as  are  being  made  available  or 
provided  to  the  group  or  class; 

(4)  Whether  the  affected  person  has 
vnthdrawn  from  his  or  her  functions  or 
responsibilities,  or  the  decisionmaking 
process,  with  respect  to  the  specific 
activity  in  question; 

(5)  Whether  the  interest  or  benefit 
was  present  before  the  affected  person 


*  See  510(b)  concerning  the  availability  of  OMB 
Circulars. 
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was  in  a  position  as  described  in 
paragraph  (b)  of  this  section; 

(6)  Whether  undue  hardship  will 
result  either  to  the  applicant,  recipient, 
or  the  person  affected  when  weighed 
against  the  public  interest  served  by 
avoiding  the  prohibited  conflict;  and 

(7)  Any  other  relevant  considerations. 

Section  535.  Labor  Standards 

If  other  Federal  programs  are  used  in 
connection  with  the  HOPE  3 
homeownership  program,  labor 
standards  requirements  apply  to  the 
extent  requir^  by  such  other  Federal 
programs.  For  example,  if  CDBG  funds 
are  used  for  rehabilitation,  CDBG  labor 
standards  requirements  will  not  apply 
because  HOPE  3  properties  may  not 
contain  8  or  more  units.  See  24  CFR 
570.603. 

Section  540.  Lead-Based  Paint  Testing 
and  Abatement 

Any  residential  property  assisted 
under  the  HOPE  program  established 
under  this  notice  constitutes  HUD- 
associated  housing  for  the  purpose  of 
the  Lead-Based  Paint  Poisoning 
Prevention  Act  (42  U.S.C.  4821,  etseq.'S 
and  is,  therefore,  subject  to  24  CFR  part 
35.  Unless  otherwise  provided, 
recipients  shall  be  responsible  for 
testing  and  abatement  activities. 

Section  545.  Requirements  Applicable  to 
Religious  Organizations 

Where  the  applicant  is,  or  proposes  to 
contract  with,  a  primarily  religious 
organization,  or  a  wholly  secular 
organization  established  by  a  primarily 
religious  orgaiiization,  to  provide, 
manage,  or  operate  housing  under  the 
program,  the  organization  shall 
undertake  its  responsibilities  under  the 
homeownership  program  in  accordance 
with  the  following  principles: 

(a)  It  will  not  discriminate  against  any 
employee  or  applicant  for  employment 
under  the  program  on  the  basis  of 
religion  and  will  not  limit  employment 
or  give  preference  in  employment  to 
persons  on  the  basis  of  religion; 

(b)  It  will  not  discriminate  against  any 
person  applying  for  housing  on  the  basis 
of  religion  and  will  not  limit  such 
housing  or  give  preference  to  persons  on 
the  basis  of  religion; 

(c)  It  will  provide  no  religious 
instruction  or  counseling,  conduct  no 
religious  services  or  worship  (which 
term  does  not  include  voluntary,  non- 
denominational  prayer  before  meetings), 
engage  in  no  religious  proselytizing,  and 
exert  no  other  religious  influence  in  the 
provision  of  assistance  tmder  the 
homeownership  program. 


VI.  Grant  Agreement 
Section  601.  Grant  Agreement 

After  HUD  approves  an  application 
for  a  planning  grant  or  an 
implementation  grant,  it  shall  enter  into 
a  grant  agreement  with  the  recipient 
setting  forth  the  amount  of  the  grant  and 
applicable  terms  and  conditions, 
including  sanctions  for  violation  of  the 
agreement.  Among  other  things,  the 
grant  agreement  shall  provide  that  the 
recipient  agrees: 

(a)  To  carry  out  the  program  in 
accordance  with  the  provisions  of  this 
notice,  applicable  law,  the  approved 
application,  and  all  other  applicable 
requirements: 

(b)  To  comply  with  such  other  terms 
and  conditions  including  recordkeeping 
and  reports,  as  HUD  may  establish  for 
the  purposes  of  administering, 
monitoring,  and  evaluating  the  program 
in  an  effective  and  efficient  manner; 

(c)  To  obtain  HUD  approval  under 
applicable  environmental  requirements 
before  acquiring  any  property; 

(d)  That  no  amounts  may  be  drawn 
down  under  the  grant  agreement  with 
respect  to  units  in  a  public  or  Indian 
housing-development  until  HUD 
approves  an  application  under  section 
18  of  the  1937  Act  and  implementing 
regulations,  or  approves  a 
homeownership  «q>plication  for 
conversion  to  toe  Turnkey  BD  or  Mutual 
Help  program,  or  a  homeownmhip 
application  for,  xx  request  for 
conversion  to,  section  5(h)  or  section  21 
of  toe  1937  A^ 

(e)  That  HUD  will  terminate  the  grant 
agreement  if  commitments  for 
replacement  housing  are  not  inovided  in 
a  reasonable  period  of  time;  and 

-  (f)  That  Hiro  may- withhold, 
withdraw,  or  recapture  any  portion  of  a 
grant,  terminate  the  grant  agreement,  or 
take  ether  appn^ate  action  authorized 
under  the  grant  agreement  if  HUD 
determines  that  the  recipient  is  failing  to 
carry  out  the  approved  homeownership 
program  in  accordance  with  toe  terms  of 
the  approved  application  and  this 
notice,  inchidiiig  foilure  to  provide  the 
contributions  toward  the  match.  Failure 
to  provide  at  least  70  percent  of  the 
number  of  homeownership  opportunities 
proposed  in  the  application  may  result 
in  remedial  actions  being  taken  by  HUD, 
includh^  requiring  repayment  of  all  or 
part  of  toe  grant. 

VIL  Implementation 

Section  701.  Implementation: 
Performance  Standards 

(a)  After  execution  of  its 
implementation  grant  agreement,  the 
recipient  shall  carry  out  the  planning 


grant  or  implementation  grant  activities 
in  accordance  with  its  approved 
application.  HUD  shall  establish 
procedures  governing  the  drawdown  of 
funds  under  grant  agreements,  pursuant 
to  section  740. 

(b)  HUD  intends  to  establish 
performance  criteria  in  the  final  rule  for 
the  program  and  invites  comments  on 
what  the  standards  should  be. 

Section  705.  Deadline  for  Completion  of 
Program  Activities 

A  recipient  shall  spend  all 
implementation  grant  amounts  within 
four  years  fiom  the  effective  date  of  the 
grant  agreement.  An  applicant  may 
propose  in  its  application  a  longer 
period  for  completion  of  activities, 
together  with  a  justification.  After 
application  approval.  HUD  may  approve 
a  request  to  extend  the  deadline  for  the 
completion  of  eligible  activities,  where  it 
determines  it  is  necessary. 

Section  710.  Social  Security  Numbers 

As  a  condition  of  eligibility  for 
homeownership  under  this  notice — 

(a)  At  the  time  a  family  apphes  for 
homeownership.  the  recipient  (or  other 
appropriate  entity)  shall  require  the 
family  to  meet  the  requirements  for  the 
disclosure  and  verification  of  social 
security  numbers,  as  {Hovided  by  24 
CFR  part  750;  and 

(b)  The  redpient  (or  otoor  appropriate 
entity)  shall  require  the  family  to  sign 
and  sulunit  consent  forms  for  the 
obtaining  of  wage  and  claim  information 
frcnn  State  Wage  Informaticm  Collection 
Agencies,  as  provided  by  24  CFR  part 
76a 

Section  715.  Timely  Homeownership 

(a)  Deadline  for  Transfer.  Recipients 
shall  transfer  ownership  interests  in  the 
property  to  eligible  families  within  a 
reasonable  period  of  time. 

(b)  Definition  of  Reasonable  Period  of 
Time.  (1)  Except  for  eligible  property 
already  owned  by  the  entity  that  will 
transfer  ownership  interests  to  eligible 
families,  all  eligible  properties,  including 
in  rem  property,  shall  be  acquired 
within  one  year  of  the  effective  date  of 
the  implementation  grant  agreement.  All 
properties  shall  be  transfeired  to  eligible 
fan^es  within  two  years  of  the 
effective  date  of  the  grant  agreement. 
The  transfer  shall  involve  (i)  acquisition 
by  an  eligible  family  of  an  ownership 
interest  in  the  property,  or  (ii)  a  lease 
providing  fw  purdiase  by  the  family  or 
other  type  of  conditional  ownership 
agreement  providing  for  transfer  of 
ownership  interest  to  toe  family  within 
two  years  of  the  date  of  execution  of  the 
lease. 
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(2)  An  applicant  may  propose  in  its 
application  a  longer  period  for 
transferring  ownership  interests  to 
eligible  families,  and  submit  a 
justification.  After  application  approval, 
HUD  may  approve  a  request  for  a  longer 
deadline  for  transfer  to  eligible  families, 
where  it  determines  it  is  necessary. 

Section  720.  Restrictions  on  Resale  by 
Initial  Homeowners 

(a)  In  general — (1)  Transfer  Permitted. 

(i)  A  homeowner  may  transfer  the 
homeowner’s  ownership  interest  in  the 
unit,  subject  only  to  the  right  to 
purchase  under  paragraph  (a)(2)  of  this 
section,  the  requirement  for  the 
purchaser  to  execute  a  promissory  note, 
if  required  under  paragraph  (b)  of  this 
section,  and  the  limitation  on  die 
amount  of  sales  proceeds  a  family  may 
retain  upon  sale  within  the  first  six 
years,  as  required  under  paragraph  (c)  of 
this  section.  See  paragraphs  (b)  and  (c) 
of  this  section  for  the  rules  for 
determining  the  amount  homeowners 
may  retain  from  the  sales  proceeds. 

(ii)  Notwithstanding  paragraph 
(a)(l)(i)  of  this  section,  an  applicant  may 
propose  in  its  application,  and  HUD  may 
approve  based  on  a  review  of  the 
individual  circumstances,  additional 
reasonable  restrictions  on  the  resale  of 
units  under  the  program. 

(2)  Right  to  purchase,  (i)  Where  an 
RMC,  RC,  or  cooperative  has 
jurisdiction  over  the  unit,  it  shall  have 
the  prior  right  to  purchase  the  ownership 
interest  in  the  unit  from  the  initial 
homeowner  for  the  amount  specifred  in 
a  firm  contract  between  the  homeowner 
and  a  prospective  buyer.  The  RMC,  RC, 
or  cooperative  association  shall  have  10 
days  after  receiving  notice  of  the  frrm 
contract  to  decide  whether  to  exercise 
its  right  and  60  additional  days  to 
complete  closing  of  the  purchase. 

(ii)  If  no  RMC,  RC,  or  cooperative  has 
jurisdiction  over  the  unit  or  no  such 
entity  elects  to  purchase  from  the  initial 
homeowner  and  if  the  prospective  buyer 
is  not  a  low-income  family,  a  PHA/IHA 
with  jurisdiction  for  the  area  in  which 
the  unit  is  located  or  the  recipient,  as 
specified  in  writing  at  the  time  the 
family  acquires  ownership  interest  in 
the  unit,  shall  have  the  prior  right  to 
purchase  the  ownership  interest  in  the 
unit  for  the  amount  specified  in  the  firm 
contract.  The  PHA/IHA  or  recipient 
shall  have  10  days  after  receiving  notice 
of  the  firm  contract  to  decide  whether  to 
exercise  its  right  and  60  additional  days 
to  complete  closing  of  the  purchase. 

(iii)  Where  an  RMC,  RC,  cooperative, 
PHA/IHA,  or  recipient  exercises  a  right 
to  purchase,  it  shall  resell  the  unit  to  an 
eligible  family  promptly.  If  the  PHA/ 
IHA  exercises  a  right  to  purchase  shares 


representing  a  unit  in  a  cooperative, 
because  the  cooperative  did  not  have 
sufficient  money  to  do  so,  the  PHA/IHA 
shall  give  the  cooperative  another 
chance  to  purchase  the  shares  before 
selling  them  to  an  eligible  family. 

(b)  Promissory  Note.  (l)(i)  At  closing, 
the  initial  homeowner  shall  execute  a 
nonamortizing,  nonrecourse,  non- 
interest-bearing  promissory  note,  in  a 
form  acceptable  to  HUD,  equal  to  the 
difrerence,  if  any,  between  the  fair 
market  value  of  the  unit  and  the 
purchase  price,  payable  to  the  PHA/ 

IHA,  recipient,  or  other  entity 
designated  in  the  approved 
homeownership  plan,  together  with  a 
mortgage  securing  the  obligation  of  the 
note.  In  determining  the  amount  of  the 
promissory  note  and  for  that  purpose 
only,  the  purchase  price  shall  be 
adjusted  by  deducting  all  substantial 
amounts  of  assistance  that  would  result 
in  an  undue  profit  to  the  family  if  it  were 
to  sell  the  property  at  the  beginning  of 
the  7th  year  of  homeownership.  (See 
paragraph  (c)  of  this  section  for 
restrictions  during  the  first  six  years.) 

For  example,  if  the  family  received 
down  payment  assistance  equal  to  10 
percent  or  more  of  the  fair  market  value, 
a  promissory  note  shall  be  required. 

(ii)(A)  With  respect  to  a  sale  by  an 
initial  homeowner,  the  note  shall  require 
payment  upon  sale  by  the  initial 
homeowner,  to  the  extent  proceeds  of 
the  sale  remain  after  paying  off  other 
outstanding  debt  secured  by  the 
property  that  was  incurred  for  the 
purpose  of  acquisition  or  property 
improvement,  paying  any  other  amounts 
due  in  connection  with  the  sale  (such  as 
closing  costs  and  transfer  taxes),  and 
paying  the  family  the  amount  of  its 
equity  in  the  property,  computed  in 
acco^ance  with  paragraph  (c)  of  this 
section. 

(B)  With  respect  to  a  sale  by  an  initial 
homeowner  after  the  first  six  years  after 
acquisition,  through  the  20th  year,  the 
amount  payable  under  the  note  shall  be 
reduced  by  1/168  of  the  original 
principal  amount  of  the  note  for  each 
full  month  of  ownership  by  the  family 
after  the  end  of  the  sixth  year.  The 
homeowner  may  retain  all  other 
proceeds  of  the  sale. 

(C)  For  example,  if  the  family  sells  at 
the  end  of  the  13th  year  of 
homeownership  (at  the  half-way  point 
between  the  end  of  the  sixth  year  and 
the  end  of  the  20th  year  of  ownership), 
84/168  (or  one-half)  of  the  note  would  be 
forgiven,  and  only  half  of  the  principal 
amount  of  the  note  would  be  payable 
from  sales  proceeds.  The  family  could 
retain  all  remaining  proceeds,  including 
proceeds  due  to  normal  market  value 
increases  in  the  value  of  the  property.  If 


the  initial  homeowner  retains  ownership 
for  20  or  more  years,  the  entire  amount 
of  the  note  would  be  forgiven. 

(2)(i)  Where  a  subsequent  purchaser 
during  the  20-year  period,  measured  by 
the  term  of  the  initial  promissory  note, 
purchases  the  property  for  less  than  the 
then  current  fair  market  value,  the 
purchaser  shall  also  execute  at  closing 
such  a  promissory  note  and  mortgage, 
for  the  amount  of  the  discount  (but  no 
more  than  the  amount  payable  at  the 
time  of  the  sale  on  the  promissory  note 
by  the  seller).  The  term  of  the 
promissory  note  shall  be  the  period 
remaining  of  the  original  20-year  period. 
The  note  shall  require  payment  upon 
sale  by  the  subsequent  homeowner,  to 
the  extent  proceeds  of  the  sale  remain 
after  covering  costs  of  the  sale,  paying 
off  other  outstanding  debt  secured  by 
the  property  that  was  incurred  for  the 
purpose  of  acquisition  or  property 
improvement,  and  paying  any  other 
amounts  due  in  connection  with  the 
sale.  The  amount  payable  on  the  note 
shall  be  reduced  by  a  percentage  of  the 
original  principal  amount  of  the  note  for 
each  full  month  of  ownership  by  the 
subsequent  homeowner.  The  percentage 
shall  be  computed  by  determining  the 
percentage  of  the  term  of  the  promissory 
note  the  homeowner  has  owned  the 
property.  The  remainder  may  be 
retained  by  the  subsequent  homeowner 
selling  the  property. 

(ii)  For  example,  if  the  subsequent 
homeowner  acquires  the  property  from 
an  initial  homeowner  at  the  end  of  year 
4,  there  are  192  months  (16  years  X  12) 
remaining  in  the  20-year  period.  The 
term  of  the  promissory  note  is  16  years. 
If  the  subsequent  homeowner  sells  at 
the  end  of  year  10,  having  owned  the 
property  for  72  months  (6  years  X  12), 
72/192  (37.5  percent)  of  the  note  would 
be  forgiven,  and  62.5  percent  of  the 
principal  amount  of  the  note  would  be 
payable  from  sales  proceeds.  The  family 
could  retain  all  remaining  proceeds, 
including  proceeds  due  to  normal 
market  value  increases  in  the  value  of 
the  property.  If  the  subsequent 
homeowner  retains  ownership  to  the 
end  of  the  initial  20-year  period  (for  16 
years,  in  the  example),  the  entire 
amount  of  the  note  would  be  forgiven. 

(c)  Limitation  on  Equity  Interest  an 
Initial  Homeowner  May  Retain  from 
Sale  During  First  Six  Years.  (1)  The 
HOPE  program  is  designed  to  assure 
that  an  initial  or  subsequent  homeowner 
does  not  receive  any  undue  profrt  from 
acquiring  a  unit  under  the  program  and 
that,  to  ^e  extent  the  sales  price  is 
sufficient,  an  initial  homeowner 
recovers  the  equity  interest  in  the 
property.  With  respect  to  any  sale  by  an 
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initial  homeowner  during  the  first  six 
years  after  acquisition,  die  family  may 
retain  only  the  amount  computed  under 
paragraph  (c)  of  this  section.  Any  excess 
shall  be  distributed  as  provided  in 
paragraph  (d)  of  this  section.  The 
amoiuit  of  equity  an  initial  homeowner 
has  in  the  property  is  determined  by 
computing  the  sum  of  the  following — 

(1)  The  contribution  to  equity  paid  by 
the  family  (such  as  any  down  payment 
(in  the  form  of  cash  or  the  value  of 
sweat  equity)  and  any  amount  paid 
towards  principal  on  a  mortgage  loan 
during  the  period  of  ownership); 

(ii)  The  value  of  any  improvements 
installed  at  the  expense  of  the  family 
during  the  family’s  tenure  as  owner 
(including  improvements  made  through 
sweat  equity),  as  determined  by  the 
recipient  or  other  entity  specified  in  the 
approved  application  based  on  evid'ence 
of  amounts  spent  on  the  improvements, 
including  the  cost  of  material  and  labor; 
and 

(iii)  The  appreciated  value, 
determined  by  applying  the  Consumer 
Price  Index  (Urban  Consumers)  against 
the  contribution  to  equity  under 
paragraphs  (c)(1)  (i)  and  (ii)  of  this 
section. 

(2)  The  recipient  (or  other  entity)  may, 
at  the  time  of  initial  sale,  enter  into  an 
agreement  with  the  family  to  set  a 
maximum  amount  which  this 
appreciation  may  not  exceed. 

(3)  Amoimts  that  count  towards  a 
family’s  equity  may  not  also  count 
towards  the  match. 

(d)  Use  of  Amounts  a  Family  May  Not 
Retain.  Fifty  percent  of  any  portion  of 
the  net  sales  proceeds  that  may  not  be 
retained  by  the  homeowner  under 
paragraphs  (a)(l)(ii),  (b),  and  (c)  of  this 
section  shall  be  paid  to  the  entity  that 
transferred  ownership  interests  in  units 
to  eligible  families,  or  another  entity 
specified  in  the  approved  application, 
for  use  for  improvements  to  properties 
under  the  program,  business 
opportimities  for  low-income  families, 
supportive  services  related  to  the 
homeownership  program,  additional 
homeownership  opportunities,  and  other 
activities  approved  by  HUD  in  the 
approved  homeownership  program  or 
later.  The  remaining  50  percent  shall  be 
collected  by  the  recipient  and  returned 
to  HUD  within  15  days  of  the  sale  for 
use  under  the  HOPE  3  program,  subject 
to  any  limitations  contained  in 
appropriations  Acts. 

Section  725.  Use  of  Proceeds  From  Sales 
to  Eligible  Families 

The  entity  that  transfers  ownership 
interests  in  imits  to  eligible  families,  or 
another  entity  specified  in  the  approved 
application,  shall  use  the  proceeds,  if 


any,  from  the  initial  sale  for  costs  of  the 
homeownership  program,  including 
improvements  to  properties  under  the 
program,  business  opportunities  for  low- 
income  families,  supportive  services 
related  to  the  homeownership  program, 
additional  homeownership 
opportunities,  and  other  activities 
approved  by  HUD,  either  as  part  of  the 
approved  application  or  later  on  request. 

Section  730.  Third  Party  Rights 

The  requirements  under  this  notice 
regarding  housing  quality  standards, 
resale,  or  transfer  of  the  ownership 
interest  of  a  homeowner  shall  be 
judicially  enforceable  against  the 
recipient  with  respect  to  actions 
involving  rehabilitation,  and  against 
purchasers  of  eligible  property  under  the 
HOPE  program  or  their  successors  in 
interest  (to  the  extent  such  requirements 
apply  to  purchasers  and  their  successors 
in  interest)  with  respect  to  other  actions 
by  affected  low-income  families,  RMCs, 
RCs,  PHAs/IHAs,  and  any  agency, 
corporation,  or  authority  of  the  United 
States  government.  The  parties  specified 
in  the  preceding  sentence  shall  be 
entitled  to  reasonable  attorney  fees 
upon  prevailing  in  any  such  judicial 
action. 

Section  735.  Displacement  Prohibited; 
Protection  of  Nonpurchasing  Residents. 

(a)  Displacement  Prohibited.  No 
person  may  be  displaced  from  his  or  her 
dwelling  as  a  direct  result  of  a 
homeownership  program  under  this 
notice.  This  does  not  preclude 
terminations  of  tenancy  for  violation  of 
the  terms  of  occupancy  of  the  unit.  In 
addition  to  any  applicable  sanctions 
imder  the  grant  agreement,  a  violation  of 
this  paragraph  may  trigger  a 
requirement  to  provide  relocation 
assistance  in  accordance  with  the 
Uniform  Relocation  Assistance  and  Real 
Property  Acquisition  Policies  Act  of  1970 
and  government-wide  implementing 
regulations  at  49  CFR  part  24. 

(b)  Temporary  Relocation.  The 
recipient  shall  provide  each  resident  of 
an  eligible  property,  who  is  required  to 
relocate  temporarily  to  permit  work  to 
be  carried  out  with  suitable,  decent, 
safe,  and  sanitary  housing  for  the 
temporary  period  and  shall  reimburse 
the  resident  for  all  reasonable  out-of- 
pocket  expenses  incurred  in  connection 
with  the  temporary  relocation,  including 
the  costs  of  moving  to  and  from  the 
temporarily  occupied  housing  and  any 
increase  in  monthly  costs  of  rent  and 
utilities. 

(c)  Relocation  Assistance  for 
Residents  Who  Elect  to  Move.  The 
recipient  shall  provide  each 
nonpurchasing  resident  who  elects  to 


move  with  relocation  assistance  in 
accordance  with  the  approved 
homeownership  program.  The  program 
shall  provide,  at  least,  the  following 
assistance: 

(1)  Advisory  services  including  timely 
information,  counseling  (including  the 
provision  of  information  on  a  resident’s 
rights  under  the  Fair  Housing  Act),  emd 
referrals  to  suitable,  affordable,  decent, 
safe,  and  sanitary  alternative  housing; 

(2)  Payment  for  actual,  reasonable 
moving  expenses;  and 

(3)  Relocation  housing  assistance 
sufficient  to  permit  relocation  to 
suitable,  affordable,  decent,  safe,  and 
sanitary  housing.  This  requirement  is 
met  if  the  cost  of  the  housing  to  the 
family  does  not  exceed  the  higher  of  30 
percent  of  adjusted  family  income  or  the 
amount  paid  by  the  family  for  the  unit 
being  vacated,  and  the  housing  is 
otherwise  suitable  and  decent,  safe,  and 
sanitary. 

(d)  Notice  of  Relocation  Assistance. 

As  soon  as  feasible,  each  recipient  shall 
give  each  resident  of  an  eligible  property 
a  written  description  of  the  applicable 
provisions  of  this  section. 

Section  740.  Cash  and  Management 
Information  System 

(a)  General.  Disbursement  of  all 
approved  HOPE  3  planning  and 
implementation  grant  funds  is  managed 
through  HUD’s  Cash  and  Management 
Information  (C/MI)  System  for  the 
HOPE  3  program.  ’The  C/MI  System  is  a 
computerized  system  which  manages 
and  disburses  HOPE  3  funds,  and 
collects  and  reports  information  on  their 
use  Funds  will  be  disbursed  through  the 
United  States  Treasury.  The  United 
States  Treasury  account  includes  funds 
awarded  to  the  recipient  and  obligated 
through  the  grant  agreement  executed 
by  HUD  and  the  recipient  Recipients 
will  be  required  to  establish  a  local 
account  for  the  receipt  of  HOPE  3 
program  funds. 

(b)  Disbursement  of  HOPE  3  Funds. 
After  a  recipient  executes  the  HOPE  3 
grant  agreement  and  submits  the 
appropriate  banking  and  security 
dociunents,  HOPE  3  funds  may  be 
drawn  down  for  general  program 
activities  under  a  planning  or 
implementation  grant,  as  applicable. 
HOPE  3  funds  are  drawn  down  from  a 
United  States  Treasury  account  for  the 
program  by  the  recipient  by  electronic 
funds  transfer.  For  implementation 
grants,  ail  drawdowns  related  to  specific 
properties  will  only  be  allowed  if  the 
individual  properties  have  been  entered 
into  the  C/MI  System  (see  paragraph  (c) 
of  this  section).  All  funds  drawn  down 
will  be  deposited  in  the  local  account  of 
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the  HOPE  3  recipient  within  48  to  72 
hours  of  the  disbursement  request.  Any 
drawdown  of  HOPE  3  funds  from  the 
United  States  Treasury  account  is 
conditioned  upon  the  submission  of 
satisfactory  information  by  the  HOPE  3 
recipient  about  the  program  and 
compliance  with  other  procedures 
specified  by  HUD  in  HUD’s  forms  and 
issuances  concerning  the  C/MI  System. 
Copies  of  these  forms  and  issuances 
may  be  obtained  from  HUD  field  offices. 
Funds  not  disbursed  within  program 
deadlines  may  be  automatically 
deobligated  by  the  C/MI  System. 

(c)  Property  Set-Up  (Implementation 
Grants  only).  (1)  Before  disbursement  of 
any  HOPE  3  funds  related  to  specific 
properties,  the  recipient  must  set  up 
each  property  in  the  C/MI  System. 
Disbursements  that  require  the  set  up  of 
properties  in  the  C/MI  System  are  all 
disbursements  related  to  a  specific 
property  including  acquisition, 
rehabilitation,  financial  assistance  to 
homebuyers  (such  as  down  payment 
assistance,  interest  rate  buy-down,  and 
closing  cost  assistance),  architectural 
and  engineering,  permanent  and 
temporary  relocation.  Within  10 
calendar  days  of  property  set  up,  the 
recipient  is  required  to  submit  a 
property  set  up  report  to  HUD  for  each 
property  set  up  in  the  C/MI  System. 

(2)  If  the  property  set-up  report  is  not 
received  within  20  days  of  the  property 
set-up  call,  the  property  will  be  canceled 
automatically  by  the  C/MI  System.  In 
addition,  a  property  which  has  been  set 
up  in  the  C/MI  System  for  12  months 
without  an  initial  disbursement  of  funds 
may  be  canceled  by  the  C/MI  System. 

(d)  Payment  Voucher.  As  post¬ 
documentation  of  each  drawdown  of 
funds  from  the  United  States  Treasury 
account,  each  recipient  shall  submit  a 
payment  voucher  to  HUD,  for  each 
drawdown,  in  the  form  and  by  the 
deadline  required  by  HUD.  For 
implementation  grant  program 
disbursements  or  plaiming  grant 
disbursements,  the  recipient  will  be 
suspended  from  requesting  additional 
program  implementation  grant 
disbursements  or  plaiming  grant 
disbursements  until  the  payment 
voucher  is  received.  In  adcfition,  for 
implementation  grants,  if  the  payment 
voucher  is  not  received  within  10 
calendar  days  of  the  drawndown 
request  for  a  specific  property,  the 
recipient  will  be  suspended  from  setting 
up  new  properties  until  the  payment 
voucher  is  received  by  HUD. 

(e)  Submission  ofl^perty  Transfer 
Report  A  property  transfer  report  for  all 
properties  assisted  with  implementation 
grants  must  be  submitted  to  HUD  within 
15  days  of  the  transfer  of  the  property 


but  no  later  than  25  months  after  the 
effective  date  of  the  grant  agreement.  If 
a  satisfactory  property  transfer  report  is 
not  submitted  by  the  due  date,  HUD  will 
suspend  further  property  set-ups. 
Property  set-ups  will  remain  suspended 
until  a  satisfactory  property  transfer 
report  is  received  and  entered  into  the 
C/MI  System. 

(f)  Submission  of  Property  Completion 
Report.  A  property  completion  report  for 
properties  assisted  with  implementation 
grants  must  be  submitted  to  HUD  within 
30  days  of  the  final  disbursement  of 
funds  from  all  sources  for  that  particular 
property,  but  no  later  than  25  months 
after  the  submission  of  the  property 
transfer  report.  If  a  satisfactory  property 
completion  report  is  not  submitted  by 
the  due  date,  HUD  will  suspend  further 
property  set-ups  for  the  recipient. 
Property  set-ups  will  remain  suspended 
until  a  satisfactory  property  completion 
report  is  received  and  entered  into  the 
C/MI  system. 

Section  745.  Environmental  Procedures 
and  Standards 

(a)  Before  any  amounts  under  this 
program  are  used  to  acquire  or 
rehabilitate  an  eligible  property,  HUD 
shall  determine  whether  the  proposed 
activities  trigger  applicability  thresholds 
for  the  applicable  Federal 
environmental  laws  and  authorities. 
These  may  apply  when  the  property  is 
(1)  located  within  designated  coastal 
barriers;  (2)  listed  on,  or  eligible  for 
listing  on,  the  National  Register  of 
Historic  Places;  or  is  located  within,  or 
adjacent  to,  an  historic  district;  (3) 
located  near  hazardous  operations 
handling  fuels  or  chemicals  of  an 
explosive  or  flammable  nature;  (4) 
contaminated  by  toxic  chemicals  or 
radioactive  materials;  (5)  located  within 
a  runway  clear  zone  at  a  civil  airport  or 
within  a  clear  zone  or  accident  potential 
zone  at  a  military  airfield;  (6)  located 
within  a  special  flood  hazard  area;  (7) 
ivithin  a  location  requiring  flood 
insurance  protection;  or  (8)  located 
within  a  high  noise  area. 

(b)  A  recipient  may  choose  to  make 
the  threshold  reviews  itself  or  with 
assistance  from  State  or  local 
governments  or  qualified  persons  or  to 
refer  the  property  to  HUD  for  threshold 
review.  \^ere  the  recipient  makes  the 
threshold  review  itself,  it  shall  submit 
the  result  to  HUD. 

(c)  If  a  recipient  chooses  not  to  make 
the  threshold  reviews,  it  shall  submit 
information  to  HUD  to  permit  HUD  to 
make  the  review. 

(d)  If  HUD  determines  on  the  basis  of 
the  recipient's  threshold  review  or 
HUD’s  threshold  review  that  one  or 
more  of  the  thresholds  are  exceeded. 


HUD  shall  conduct  an  environmental 
review  of  that  issue  and,  if  appropriate, 
establish  mitigating  measures  that  the 
recipient  shall  carry  out  for  the  property 
unless  it  decides  to  select  an  alternate 
property. 

(e)  HUD  will  issue  a  notice  specifying 
applicable  threshold  and  documentation 
requirements. 

VIII.  Records,  Reports,  and  Audit  of 
Recipients 

Section  801.  Recordkeeping 

(a)  General  Records.  Each  recipient 
shall  keep  records  that  will  facilitate  an 
effective  audit  to  determine  compliance 
with  program  requirements  and  that 
fully  disclose — 

(1)  the  amount  and  disposition  by  the 
recipient  of  the  planning  and 
implementation  grants  received  under 
this  notice,  including  sufficient  records 
that  document  the  reasonableness  and 
necessity  of  each  expenditure; 

(2)  the  amoimt  and  disposition  of 
proceeds  from  financing  obtained  in 
connection  with  the  program,  sales  to 
eligible  families,  and  any  funds 
recaptured  upon  sale  by  the  homeowner; 

(3)  the  total  cost  of  the 
homeownership  program; 

(4)  the  amount  and  nature  of  any  other 
assistance,  including  cash,  property, 
services,  or  other  items  contributed  as  a 
condition  of  receiving  an 
implementation  grant; 

(5)  the  cost  or  other  value  of  all  in- 
kind  contributions  towards  the  match 
required  by  Section  410;  and 

(6)  any  other  proceeds  received  for,  or 
otherwise  used  in  connection  with,  the 
homeownership  program. 

(b)  Family  Size  and  Income  and 
Racial,  Ethnic,  and  Gender  Data.  The 
recipient  shall  maintain  records  on  the 
family  size  and  income,  and  racial, 
ethnic,  and  gender  characteristics,  of 
families  who  apply  for  homeownership 
and  families  who  become  homeowners. 

(c)  Coopearative  and  Condominium 
Agreements.  The  recipient  shall 
maintain  a  copy  of  any  condominium 
and  cooperative  association  agreements 
for  properties  under  the  approved 
homeownership  program. 

(d)  Amounts  Available  for  Reuse.  The 
recipient  shall  keep  mid  make  available 
to  HUD  all  records  necessary  to 
calculate  accurately  payments  due  to 
HUD  under  Section  720(d)  and  Section 
725. 

(Approved  by  the  Office  of  Management  and 
Budget,  with  respect  to  implementation 
grants,  under  control  2506^19) 
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Section  805.  Reports 

The  recipient  shall  submit  reports 
required  by  HUD  (Approved  by  the 
Office  of  Management  and  Budget,  with 
respect  to  implementation  grants,  under 
control  number  2506-0119) 

Section  810.  Access  by  HUD  and  the 
Comptroller  General 

For  the  purpose  of  audit,  examination, 
monitoring,  and  evaluation  each 
recipient  shall  give  HUD  (including  any 
duly  authorized  representatives  and  the 
Inspector  General]  and  the  Comptroller 
General  of  the  United  States  (and  any 
duly  authorized  representatives)  access 
to  any  books,  documents,  papers,  and 
records  of  the  recipient  that  are 
pertinent  to  assistance  received  under 


this  notice,  including  all  records 
required  to  be  kept  by  Section  801 

IX.  Waiver  Authority 

Section  901  Waiver  Authority 

Upon  determination  of  good  cause,  the 
Secretary  of  Housing  and  Urban 
Development  may  waive  any  provision 
of  this  notice,  not  otherwise  required  by 
law,  except  that  the  provisions  that 
establish  deadlines  for  receipt  of  any 
modifications  to  applications  and  the 
cap  on  planning  grants  in  Section 
301(b](2]  may  not  be  waived.  Each  such 
waiver  shall  be  in  writing  and  shall  be  ' 
supported  by  documentation  of  the 
pertinent  facts  and  grounds.  This  waiver 
authority  may  be  exercised  by  the 
Secretary  or  the  Assistant  Secretary  for 
Community  Planning  and  Development. 


Where  another  HUD  program  regulation 
is  involved,  the  Secretary  or  the 
appropriate  Assistant  Secretary’  may 
waive  the  regulation.  For  example, 
where  a  waiver  to  a  public  and  Indian 
housing  regulation  is  requested  for  the 
HOPE  3  program,  it  may  be  waived  by 
the  Assistant  Secretary  for  Public  and 
Indian  Housing.  The  Secretary 
periodically  will  publish  notice  of 
granted  waivers  in  the  Federal  Register 
HUD  may  change  submission  deadlines 
established  by  this  notice  by  subsequent 
notice  published  in  the  Federal  Register. 

Dated:  December  20, 1991 
Jack  Kemp, 

Secretary 

[FR  Doc.  92-588  Filed  1-13-92;  8:45  am) 
BILLINO  CODE  42ia-32-M 
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DEPARTMENT  OF  HOUSING  AND 
URBAN  DEVELOPMENT 

[Docket  No.  N-92-3360;  FR-3194-N-01] 

HOPE  for  Homeownership  of  Single 
Family  Homes  Program;  Notice  of 
Fund  Availability 

agency:  Office  of  the  Secretary.  HUD. 

action:  Notice  of  fund  availability  for 
FY1992. 

SUMMARY:  This  NOFA  announces  the 
availability  of  $95  million  in  funding  for 
planning  and  implementation  grants  for 
the  HOPE  for  Homeownership  of  Single 
Family  Homes  Program  (HOPE  3). 

(HOPE  is  an  acronym  for 
Homeownership  and  Opportunity  for 
People  Everywhere.)  In  the  body  of  this 
document  is  information  concerning 
eligible  applicants,  the  funding  available 
for  planning  and  implementation  grants, 
the  application  packages,  and  their 
processing.  Elsewhere  in  this  issue  of 
the  Federal  Register  are  the  Notices  of 
Fund  Availability  for  HOPE  1,  the  HOPE 
for  Public  and  Indian  Housing 
Homeownership  Program,  and  HOPE  2, 
the  HOPE  for  Homeownership  of 
Multifamily  Units  Program.  Also 
elsewhere  in  this  issue  of  the  Federal 
Register  is  the  Program  Guidelines 
which  revises  the  HOPE  3  Notice  of 
Program  guidelines  published  in  the 
Federal  Register  on  February  4, 1991. 
These  revised  guidelines  contain 
detailed  programmatic  information  and 
the  requirements  governing  the  FY 1992 
HOPE  3  Program.  Similar  revised 
Guidelines  for  HOPE  1  and  2  also 
appear  in  this  issue.  Applicants  are 
advised  that  they  must  consult  the 
revised  Program  Guidelines  in  order  to 
prepare  an  application.  Many  of  the 
requirements  of  the  HOPE  3  program  are 
not  listed  in  this  NOFA,  and  failure  to 
follow  the  guidelines  will  result  in 
applications  being  rejected  by  HUD. 

DATES:  Applicants  for  planning  or 
implementation  grants  for  the  HOPE  3 
program  must  be  received  in  the 
appropriate  HUD  Field  Office  by  close 
of  business  for  that  office  on  April  17, 
1992.  Applications  may  also  be  hand 
delivered  to  the  appropriate  HUD  Field 
Office  by  close  of  business  for  that 
office  on  or  before  the  deadline  date. 
Applications  sent  by  facsimile  will  not 
be  accepted.  HUD  will  not  waive  this 
deadline  for  actual  submission  for  any 
reason.  No  applications  may  be 
submitted  prior  to  30  calendar  days 
before  the  deadline.  Applications 
submitted  more  than  30  calendar  days 
before  the  deadline  will  be  returned  to 
applicants. 


ADDRESSES:  An  original  and  two  copies 
of  the  completed  application  must  be 
submitted  to  the  HUD  Field  Office 
having  jurisdiction  over  the  locality  in 
which  the  proposed  program  is  located. 
Applications  should  be  addressed  to  the 
Attention  of:  Director,  Community 
Planning  and  Development  Division.  A 
list  of  HUD  Field  Offices  appiears  at  the 
end  of  this  NOFA.  In  States  with  more 
than  one  Field  Office,  applicants  must 
submit  their  applications  to  the  correct 
Field  Office.  Applicants  are  advised  to 
contact  their  local  office  to  confirm  the 
appropriate  place  and  time  of  close  of 
business  for  submission.  Failure  to 
submit  an  application  to  the  correct 
Field  Office  in  accordance  with  above 
procedures  will  result  in  disqualification 
of  the  application. 

FOR  FURTHER  INFORMATION  CONTACT: 

John  Garrity,  Office  of  Affordable 
Housing  Programs,  Department  of 
Housing  and  Urban  Development,  room 
7158,  451  Seventh  Street,  SW.. 
Washington,  DC  20410;  telephone  (202) 
708-0324.  To  provide  service  for  persons 
who  are  hearing-  or  speech-impaired, 
this  number  may  be  reached  via  TDD  by 
dialing  the  Federal  Information  Relay 
Service  on  1-800-877-TDDY,  1-800-877- 
8339,  or  202-708-9300.  (Telephone 
numbers,  other  than  “800”  TDD 
numbers,  are  not  toll  free.) 
SUPPLEMENTARY  INFORMATION: . 

Paperworic  Reduction  Act  Statement 

The  information  collection 
requirements  contained  in  this  NOFA 
with  respect  to  implementation  grants 
contained  in  §§  415,  801,  and  805  have 
been  approved  under  the  Paperwork 
Reduction  Act  of  1980  by  the  Office  of 
Management  and  Budget  (0MB),  and 
have  been  assigned  0MB  control 
number  2506-0119.  The  amended 
guidelines  add  three  new  collection  of 
information  requirements  that  relate  to 
planning  grants  at  sections  310, 801,  and 
805  and  also  add  new  requirements 
related  to  the  Cash  and  Management 
Information  System  and  Environmental 
Procedures  and  Standards  at  sections 
740  and  745.  These  have  been  submitted 
to  OMB  for  review  under  the  Paperwork 
Reduction  Act  of  1980. 

I.  Purpose  and  Substantive  Description 

a.  Authority 

The  funding  made  available  under  this 
NOFA  is  authorized  by  section  441  of 
the  National  Affordable  Housing  Act 
(Pub.  L 101-625,  November  28, 1990), 
which  created  the  HOPE  3  Program. 

B  Allocation  Amounts 

The  purpose  of  this  NOFA  is  to 
announce  the  availability  of  a  total  of 


$95  million  in  funds,  appropriated  by  the 
Department's  appropriations  Act  for 
fiscal  year  1992  (Pub.  L 102-139, 

October  28, 1991),  for  grants  as  follows: 

•  $10  million  for  planning  grants. 

•  $85  million  for  implementation 
grants. 

The  amount  made  available  for 
implementation  grants  has  been  sub¬ 
allocated  to  each  of  the  10  HUD  Regions 
by  a  formula  described  in  the  amended 
Notice  of  Program  Guidelines.  This 
formula  results  in  the  following  sub¬ 
allocation  by  HUD  Region  for  FY  1992: 


Region  I 
Region  II 
Region  III. 
Region  IV 
Region  V 
Region  VI 
Region  VII 
Region  VIII 
Region  IX 
Region  X 


$3,400,000 

9,100.000 

-'.400.000 

ie.200.000 

12,900.000 

14.700.000 

3.300.000 

4,250.000 

11,400.000 

2.350.000 


There  are  no  Regional  sub-allocations  of 
funds  for  planning  grants. 

C.  Reallocation  of  Funds 

If  funds  remain  after  HUD  approves 
all  approvable  planning  grant 
applications,  HUD  shall  use  them  to 
fund  implementation  grants,  publish 
another  NOFA,  or  invite  prior  applicants 
to  submit  amended  applications.  See 
section  315(e)  of  the  amended 
guidelines. 

If  funds  remain  after  HUD  has 
approved  all  approvable  implementation 
grant  applications  in  a  Region,  the 
remaining  amounts  from  each  Region 
(plus  any  amounts  available  due  to 
deobligation)  may  be  combined  and 
HUD  may  reallocate  to  Regions  having 
more  applications  meeting  threshold 
requirements  than  can  be  funded  from 
the  initial  allocation  to  the  Region.  HUD 
shall  reallocate  these  funds  using  the 
same  factors  as  used  for  the  original 
allocation. 

If  amoimts  remain  after  applying  these 
procedures,  they  may  be  made  available 
to  fund  the  highest  ranked,  unfunded 
planning  grant  applications  or  made 
available  for  additional  applications 
solicited  through  a  NOFA. 

As  an  alternative  to  the  procedure  in 
the  proceeding  paragraph  for  dealing 
with  insufficient  approvable 
implementation  grant  applications,  the 
remaining  amounts  may  be  made 
directly  available  to  fund  the  highest 
ranked,  unfunded  planning  grant 
applications  or  additional  applications 
solicited  through  a  NOFA. 


I 
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D.  Planning  Grant  Cap 

The  amount  of  a  planning  grant  may 
not  exceed  $100,000. 

E.  Implementation  Grant  Cap 

A  single  applicant  may  apply  for  more 
than  one  implementation  grant,  but  HUD 
will  not  approve  grants  for  any  one 
applicant  that  total  more  than  5  percent 
of  the  total  amount  available  under  any 
one  NOFA  for  HOPE  3  implementation 
grants.  For  FY  1992,  the  maximum  total 
grant  amount  for  a  single  applicant  is 
$4.25  million. 

F.  Eligible  Applicants 

For  both  planning  and  implementation 
grants,  an  eligible  applicant  is  a  private 
nonprofit  organization;  a  cooperative 
association;  or  a  public  body  (including 
a  PHA,  an  IHA,  and  an  agency  or 
instrumentality  of  a  public  body)  in 
cooperation  with  a  private  nonproHt 
organization.  An  applicant  may  apply 
for  both  a  planning  and  implementation 
grant  in  response  to  any  one  NOFA,  but 
may  be  selected  to  receive  only  one 
form  of  grant  during  that  year.  (See 
sections  301(b)  and  401(c)(2).) 

G.  Certification  of  Consistency  with  the 
Comprehensive  Housing  Affordability 
Strategy 

Applications  for  HOPE  grants  must  be 
accompanied  by  a  certification  of 
consistency  with  an  approved 
Comprehensive  Housing  Affordability 
Strategy  (CHAD)  or  abbreviated  housing 
strategy  from  the  public  official 
responsible  for  submitting  the  CHAS,  or 
his  or  her  authorized  representative. 
State  and  local  government  applicants 
must  have  submitted  a  full  CHAS  or  an 
abbreviated  strategy,  and  must  provide 
a  certification  of  consistency  at  the  time 
of  application.  All  other  applicants 
(including  private  nonprobt 
organizations  and  public  housing 
agencies)  must  obtain  the  certification 
from  the  lowest  level  of  government 
having  either  a  full  CHAS  or  an 
abbreviated  strategy  covering  the 
jurisdiction  in  whi^  the  program 
(project)  is  to  be  located.  Where  the 
program  will  be  carried  out  in  more  than 
one  unit  of  general  local  government 
with  a  CHAS,  a  certification  for  each 
shall  be  included.  Indian  Tribes  and 
Indian  Housing  Authorities  are  not 
subject  to  the  requirements  for 
preparation  of  a  CHAS  or  submission  of 
a  certification  of  consistency  with  the 
CHAS. 

For  an  application  for  a  HOPE  grant  to 
be  consistent  with  a  CHAS:  (1) 
Homeownership  for  low-income  families 
must  be  identified  as  a  priority  in  the 
narrative  and  (for  local  jurisdictions 


only)  Table  3  (Priorities  for  Assistance) 
of  S^tion  II  (Strategy)  of  the  CHAS;  (2) 
the  HOPE  program  for  which  funding  is 
sought  should  be  mentioned  (whether  by 
name  or  by  program  type)  in  the 
narrative  of  Section  111  (Annual  Plan)  of 
the  CHAS  as  among  the  Federal 
resources  to  be  used  in  FY  1992;  and  (3) 
a  specific  dollar  amount  for  the  HOPE 
program  applied  for  must  be  entered  in 
Column  A  of  Table  4/5A  (Anticipated 
Resources  and  Plan  for  Investment)  of 
Section  III.  (NOTE:  Since  Table  4/5A  for 
States  does  not  include  information  on 
applications  by  entities  other  than  the 
State  itself,  a  State  may  certify 
consistency  for  a  HOPE  application 
from  a  private  nonprofit  or  a  PHA  even 
if  there  is  no  dollar  amount  entered  in 
Column  A  of  the  State’s  Table  4/5A). 

If  a  jurisdiction’s  strategy  identifies 
low-income  homeownership  as  a 
priority  in  the  Section  II  narrative,  but 
does  not  mention  the  HOPE  program  in 
the  Section  III  narrative  or  include  a 
specific  dollar  amount  for  the  program 
in  Column  A  of  Table  4/5A,  the 
jurisdiction  may  amend  its  strategy  by 
correcting  its  Section  III  narrative  and 
Table  4/5A  to  be  consistent  with  its 
strategy  without  doing  a  substantial 
amendment,  which  requires  citizen 
participation.  However,  if  there  is  no 
dollar  amount  entered  in  Column  A  of 
Table  4/5A  and  there  is  also  no  priority 
for  low-income  homeownership 
identified  in  the  Section  II  narrative,  a 
substantial  amendment,  requiring  citizen 
participation,  would  be  needed  to 
modify  the  CHAS  to  allow  the 
jurisdiction  to  provide  a  certification  of 
consistency. 

All  CHASs  or  abbreviated  strategies, 
revised  tables  and  narratives  for 
nonsubstantial  amendments,  or 
substantial  amendments,  as  well  as  the 
required  certifications  of  consistency, 
must  be  submitted  to  HUD  no  later  than 
at  the  time  the  application  for  HOPE 
funding  is  submitted. 

To  assist  applicants  in  meeting  the 
certification  requirement  where  a 
CHAS,  abbreviated  strategy,  or 
amendment  has  not  yet  been  approved, 
HUD  will  accept  applications  that  are 
accompanied  by  a  certification  that  the 
application  is  consistent  with  the 
housing  strategy  submitted  with,  or  as 
amended  by  a  submission  with,  the 
application,  and  that  the  applicant  will 
follow  the  strategy  so  submitted  or 
amended  when  it  is  approved  by  HUD. 

II.  Planning  Grant  Applications 

A.  Application  Process 

Application  packages,  including 
instructions  on  preparing  applications, 
for  planning  grants  are  available  firom 


the  appropriate  HUD  Field  Office  (see 
list  of  HUD  Field  Offices  at  the  end  of 
this  NOFA).  Additional  information 
regarding  the  submission  of  applications 
is  included  in  the  packages. 

Only  timely  applications  submitted  to 
the  correct  Field  Office  will  be 
considered  for  funding.  Applications 
(original  and  two  copies)  must  be 
physically  received  by  the  deadline  at 
the  local  HUD  Field  Office,  Attention: 
Director,  Commimity  I^anning  and 
Development  Division.  It  is  not  sufficient 
for  an  application  to  bear  a  postmark 
within  the  deadline.  Applications  sent 
by  facsimile  will  not  be  accepted. 

B.  Application  Submission 
Requirements 

Complete  application  submission 
requirements  are  contained  in  the 
application  packages.  All  potential 
applicants  are  urged  to  contact  their 
HUD  Field  Office  for  information  and 
guidance  about  program  requirements 
and  preparation  of  the  application  and 
for  the  time  and  place  of  any  workshops 
and/or  training  sessions  to  be  held 
within  the  Field  Office’s  jurisdiction. 

C.  Selection  Criteria/Ranking  Process 

The  selection  process  for  planning 
grants  under  the  HOPE  for 
Homeownership  of  Single  Family  Homes 
Program  consists  of  screening  and,  then, 
for  those  applications  meeting  all 
screening  requirements,  rating  and 
ranking  under  four  substantive  selection 
criteria. 

D.  Screening  Process /Corrections  to 
Deficient  Applications 

1.  HUD  shall  screen  each  application 
submitted  on  or  before  the  deadline  to 
determine  if  it  is  complete,  is  internally 
consistent,  and  contains  correct 
computations.  In  addition,  HUD  shall 
determine  whether  there  appears  to  be  a 
sufficient  number  of  suitable,  available 
properties  in  the  general  locations 
identified  in  the  application  for  the 
proposed  activities.  For  this  purpose,  at 
least  10  suitable  eligible  properties  must 
be  determined  to  be  available. 

2.  Where  HUD  determines  an 
application  is  deficient  in  one  or  more  of 
these  areas,  it  shall  notify  the  applicant 
in  writing  and  give  it  an  opportunity  to 
correct  the  deficiencies  in  its 
application.  However,  the  applicant  may 
not  substantially  revise  the  application, 
such  as  by  substituting  another 
applicant  or  changing  other  fundamental 
features  of  the  homeownership  program, 
because  that  would  not  be  fair  to  other 
applicants. 

3.  The  notification  shall  require  the 
applicant  to  submit  additional  or 
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corrected  material  so  that  it  is  received 
in  the  appropriate  HUD  Field  OfHce  no 
later  than  close-of-business  on  the  14th 
calendar  day  after  the  date  of  the 
written  notification  to  the  applicant 
giving  it  an  opportunity  to  modify  its 
application.  HUD  may  not  extend  this 
deadline  for  actual  receipt  of  the 
material  for  any  reason.  HUD  shall  not 
consider  further  any  applications  that 
are  not  complete,  are  internally 
inconsistent,  or  do  not  contain  correct 
computations  after  the  opportunity,  if 
any,  to  submit  additional  or  corrected 
material,  or  that  fail  to  comply  with 
other  program  requirements. 

E.  Selection  Criteria 

Rating  and  ranking  will  be  done  using 
the  following  four  substantive  selection 
criteria: 

1.  Capability  of  the  applicant — up  to 
40  points. 

2.  Local  support — up  to  20  points.  ' 

3.  Need  for  the  homeownership 
program — up  to  20  points. 

4.  Planning  approach — up  to  20  points. 

A  complete  description  of  the 

procedure  for  rating  applications, 
including  use  of  a  bonus  point  system 
for  planning  grant  applications  under 
certain  circumstances,  and  the  factors 
considered  under  each  selection 
criterion  may  be  found  in  section  315  of 
the  amended  Notice  of  Program 
Guidelines. 

F.  Ranking  and  Selection 

Field  Offices  will  rate  the 
applications,  except  for  the  "Need” 
factor.  Regional  Ofhces  will  review  for 
consistency  of  ratings  among  Field 
Offices  and  may  adjust  scores.  HUD 
Headquarters  will  assign  points  for  the 
"Need”  factor,  because  it  is  a  relative 
factor  across  applications.  HUD 
Headquarters  will  use  these  rating 
scores  to  rank  all  applications  together, 
after  adjusting  ratings  for  national 
consistency,  if  necessary.  HUD  shall 
examine  the  ranking  and,  where  it 
determines  that  applications  falling 
below  a  certain  point  total  are  not 
suitable  or  not  feasible  for 
homeownership,  it  may  establish  a 
minimum  number  of  points  for 
applications  to  qualify  to  be  selected  for 
funding.  A  complete  description  of  the 
procedure  for  selection,  including  the 
award  of  bonus  points  to  certain 
applications,  may  be  found  in  section 
315  of  the  amended  Notice  of  Program 
Guidelines. 

III.  Implementation  Grant  Applications 

A.  Application  Process 

Application  packages  for 
implementation  grants,  including 


instructions  for  preparing  applications, 
are  available  from  the  appropriate  HUD 
Field  Office  (see  the  list  of  HUD  Field 
Offices  at  the  end  of  this  NOFA). 
Additional  information  regarding  the 
submission  of  applications  is  included  in 
the  package. 

Only  timely  applications  received  in 
the  appropriate  Field  Office  will  be 
considered  for  funding.  Applications 
(original  and  two  copies)  must  be 
physically  received  by  the  deadline  at 
the  appropriate  HUD  Field  Office, 
Attention:  Director,  Community 
Planning  and  Development  Division.  It  is 
not  sufficient  for  an  application  to  bear 
a  postmark  within  the  deadline. 
Applications  sent  by  facsimile  will  not 
be  accepted. 

B.  Application  Submission 
Requirements 

Complete  application  submission 
requirements  are  contained  in  the 
application  package.  All  potential 
applicants  are  urged  to  contact  their 
HUD  Field  Office  for  information  and 
guidance  from  HUD  about  program 
requirements  and  preparation  of  an 
application  and  for  the  time  and  place  of 
any  workshops  and/or  training  sessions 
to  be  held  within  the  Field  Office’s 
jurisdiction. 

C.  Selection  Process 

The  selection  process  for 
implementation  grants  under  the  HOPE 
3  I^ogram  consists  of  a  screening,  a 
threshold  review,  and  then,  for  those 
applications  meeting  all  threshold 
requirements,  rating  and  ranking  under 
nine  substantive  selection  criteria. 

Rating  and  ranking  will  only  occur  if 
there  are  more  applications  that  pass 
threshold  than  funds  available  in  that 
Region.  Field  Offices  will  rate 
applications  on  selection  criteria  1-4, 6, 

7,  and  9  and  then  forward  their 
applications  to  their  respective  Regional 
Office.  Regional  Offices  will  review 
Field  Office  scores  for  consistency  and 
may  adjust  scores  and  will  rate  on 
criteria  5  and  8  (which  are  relative 
factors  across  the  Region). 

D.  Screening  Process /Corrections  to 
Deficient  Applications 

1.  HUD  shall  screen  each  application 
submitted  on  or  before  the  deadline  to 
determine  if  it  is  complete,  is  internally 
consistent,  and  contains  correct 
computations.  Where  HUD  determines 
an  application  is  dehcient  in  one  or 
more  of  these  areas,  it  shall  notify  the 
applicant  in  writing  and  give  it  an 
opportunity  to  correct  the  deficiencies  in 
its  application.  However,  the  applicant 
may  not  substantially  revise  the 
application,  such  as  by  substituting 


another  neighborhood  or  applicant  or 
changing  other  fundamental  features  of 
the  homeownership  program,  because 
that  would  be  unfair  to  other  applicants. 

2.  The  notification  shall  require  the 
applicant  to  submit  additional  or 
corrected  material  so  that  it  is  received 
in  the  appropriate  HUD  Field  Office  no 
later  than  close-of-business  on  the  14th 
calendar  day  after  the  date  of  the 
written  notification  to  the  applicant 
giving  it  an  opportunity  to  modify  its 
application.  HUD  may  not  extend  this 
deadline  for  actual  receipt  of  the 
material  for  any  reason.  HUD  shall  not 
consider  further  any  applications  that 
are  not  complete,  are  internally 
inconsistent,  or  do  not  contain  correct 
computations  after  the  opportunity,  if 
any,  to  submit  additional  or  corrected 
material,  or  that  fail  to  comply  with 
other  program  requirements. 

E.  Threshold  Review 

HUD  shall  review  each  application 
that  qualifies  for  additional 
consideration  because  it  passed  the 
screening  process  to  determine  if  it 
meets  certain  threshold  criteria.  These 
threshold  criteria  are  contained  in 
section  420  of  the  amended  Notice  of 
Program  Guidelines. 

F.  Selection  criteria 

All  applications  meeting  threshold 
requirements  will  be  selected  for 
funding  if  sufficient  funds  are  available 
within  the  Regional  allocation.  If  there 
are  more  applications  that  pass 
threshold  review  than  funds  available  in 
that  Region,  all  applications  which  pass 
the  threshold  review  will  be  rated  and 
ranked,  using  the  following  nine 
substantive  selection  criteria: 

1.  Capability  of  the  applicant — up  to 
20  points. 

2.  Local  support — up  to  14  points. 

3.  Quality — up  to  10  points. 

4.  Relationship  to  the  Comprehensive 
Housing  Affordability  Strategy 
(CHAS) — ^up  to  5  points. 

5.  Efficiency — up  to  15  points. 

6.  Minority  Business  Enterprise/ 
Women-owned  Business  Enterprise — up 
to  5  points. 

7.  Inventory — up  to  11  points. 

8.  Need — up  to  15  points. 

9.  Fair  Housing  Choice — ^up  to  5 
points. 

A  complete  description  of  the  rating  of 
applications  and  of  the  factors 
considered  under  each  selection 
criterion  may  be  found  in  section  425  of 
the  amended  Notice  of  Program 
Guidelines. 
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G.  Ranking  and  Selection 

Regional  OfHces  will  rank  their 
applications,  and  make 
recommendations  for  selection,  based 
on  their,  sub-allocations,  to  HUD 
Headquarters,  which  will  make  the 
selections.  If  an  applicant  submits 
applications  for  both  planning  and 
implementation  grants,  the  Field  OfFice 
will  review  the  applicaticm  for  an 
implementation  grant  first  to  determine 
if  it  passes  all  screening  and  threshold 
requirements.  If  the  application  does,  it 
will  be  processed  (and  the  application 
for  a  planning  grant  will  not  be 
processed).  If  it  does  not  pass  all 
screening  and  threshold  requirements, 
the  applicant’s  planning  grant 
application  will  be  processed  instead.  A 
complete  descripti(»i  of  the  procedure 
for  selection  is  contained  in  the 
amended  Notice  of  Program  Guideline  in 
section  425. 

IV.  Other  Matters 

A.  Environmental  Impact 

A  Finding  of  No  Significant  Impact 
with  respect  to  the  environment  has 
been  made  in  accordance  with  HUD 
regulations  at  24  CFR  part  50,  which 
implements  section  102(2)(C)  of  the 
National  Environmental  Policy  Act  of 
1969.  The  Finding  is  available  for  pubhc 
in^pectioB  between  7:30  ajn.  and^S^  ' 
p.mrweekday8  intheOffiee  oftheRuleS 
Docketi^lerk,  Office  of  the  General 
Counsel,  Depwbnent  of-Housing  and  " 
Urban  Development,  room  10276;  451 
Seventh  Street,  SW.,  Washington,  DC 
20410. 

B.  Federalism  Executive  Order 

The  General  Counsel  has  determined, 
as  the  Demgnated  Official  for  HUD 
under  section  6(a)  of  Executive  Order 
12612,  Federalism,  that  the  provisions  in 
this  NOFA  are  closely  bas^  on 
statutory  requirements  and  impose  no 
significant  additional  burdens  on  States 
or  other  public  bodies.  This  NOFA  does 
not  affect  the  relationship  between  the 
Federal  Government  and  the  States  and 
other  public  bodies  or  the  distribution  of 
power  and  responsibilities  among 
various  levels  of  government  Therefore, 
the  policy  is  not  subject  to  review  under 
Executive  Order  12612. 

C.  Family  Executive  Order 

The  General  Counsel,  as  the 
Designated  Official  under  Executive 
Order  12606,  The  Family,  has  also 
determined  that  some  of  the  policies  in 
this  NOFA  will  have  a  potential 
significant  impact  on  the  formation, 
maintenance,  and  general  well-being  of 
the  family.  Adiievement  of 
homeownership  by  low-income  families 


in  the  program  can  be  expected  to 
support  family  values,  by  helping 
families  achieve  security  and 
independence;  by  enabling  them  to  live 
in  decent,  safe  and  sanitary  housing: 
and  by  giving  them  the  skiUs  and  means 
to  live  independently  in  mainstream 
American  society.  Since  the  impact  on 
the  family  is  beneficial,  no  further 
review  is  necessary. 

D.  Section  102  of  the  HUD  Reform  Act 

On  March  14, 1991,  the  Department 
published  in  the  Federal  Re^ster  a  final 
rule  to  implement  section  102  of  the 
Department  of  Housing  and  Urban 
Development  Reform  Act  of  1989  (24 
CFR  part  12. 56  FR 11032).  Section  102 
contains  a  munber  of  provisions  that  are 
designed  to  ensure  greater 
accountability  and  integrity  in  the 
provision  of  certain  types  of  assistance 
administered  by  the  Etepartment 
Since  HUD  makes  assistance  under 
this  program  available  on  a  competitive 
basis,  24  CFR  part  12  requires  HUD  to: 

— Ensure  that  documentation  and  other 
information  regarding  each 
application  submitted  to  the 
Department  are  sufficient  to  indicate 
the  basis  upon  which  assistance  was 
provided  or  denied.  HUD  must  make 
- .  this  material  available  for  public 
-  inspection  for  a  five-year  period. 

(S  12.14  (b))  HUD  will  provide  further 
guidance  on  how  this  material  may  be 
accessed  in  a  later  notice  pubHsh^  in 
.  the  Federal  Rioter. 

— Publish  a  notice  in  the  Federal 
Re^stw  at  least  quarterly  indicating 
therecipients  of  dhe  as^tance. 
(812.16(a)) 

E.  Section  103  of  the  HUD  Reform  Act 

HUD’s  regulation  implementing 
section  103  of  the  Department  of 
Housing  and  Urban  Development 
Reform  Act  of  1989  was  published  May 
13, 1991  (56  FR  22088)  and  became 
effective  June  12, 1991.  That  regulation, 
codified  as  24  CTO  part  4,  applies  to  the 
funding  competition  tiimounced  today. 
The  requirements  of  the  rule  continue  to 
apply  until  the  announcement  of 
selection  of  successfiil  applicants.  HUD 
employees  involved  in  the  review  of 

applications  and  in  the  making  of  _ 

funding  decisions  are  limited  by  24  CFR 
part  4  ffom  providing  advance 
information  to  any  person  (other  than  an 
authorized  employee  of  HUD) 
concerning  funding  decisions,  or  from 
otherwise  giving  any  applicant  an  unfair 
competitive  advantage.  Persons  who 
apply  for  assistance  in  this  competition 
shoidd  confine  their  inquires  to  the 
subject  areas  permitted  under  24  CFR 
part  4. 


Applicants  who  have  questions 
should  contact  the  HUD  Office  of  Ethics 
(202)  706-3815;  TDD:  706-1112.  (These 
are  not  toll-fi*ee  numbers.) 

F.  Section  112  of  the  HUD  Reform  Act 

Section  112  of  the  HUD  Reform  Act 
amended  the  Department  of  Housing 
and  Development  Act  by  adding  section 
13,  which  contains  two  provisions 
dealing  with  efforts  to  influence  HUD's 
decisions  with  respect  to  financial 
assistance.  The  first  imposes  disclosure 
requirements  on  those  who  are  typically 
involved  in  these  efforts — those  who 
pay  others  to  influence  the  award  of 
assistance  or  the  taking  of  a 
management  action  by  the  Department 
and  those  who  are  paid  to  provide  the 
influence.  Hie  second  prohibits  the 
payment  of  fees  to  those  who  paid  to 
influence  the  award  of  HUD  assistance, 
if  the  fees  are  tied  to  the  number  of 
housing  units  received  or  are  based  on 
the  amount  of  assistance  received,  or  if 
they  are  contingent  upon  the  receipt  of 
the  assistance. 

Section  13  was  implemented  by  final 
rule  (24  CHI  part  86)  published  in  die 
Federal  Register  on  May  17, 1991  (56  FR 
22912).  If  readers  are  involved  in  any 
efforts  to  influence  the  Department  in 
these  ways,  they  are  urged  to  read  the 
final  rule,  parti^arly  the  examples 
contained  in  appendix  A  of  24  CFR  part 
86. 

Any  quesdtms  concerning  the  rule 
should  be  directed  to  Arnold  J.  Haiman, 
Director,  Office  of  Ethics,  room  2158, 
Department  of  Housing  and  Urban 
Devdi^mient  451  Seventh  Street,  SW., 
Wa^ington,  DC  24410.  Telephone:  (202) 
706-3815;  TDD:  (202)  708-1112.  (These 
are  not  toll-free  numbers.)  Forms 
necessary  fiv  compliance  with  the  rule 
may  be  cbtained  ^m  the  local  HUD 
office. 

G.  Prohibition  Against  Lobbying 
Activities 

The  use  of  fimds  awarded  under  this 
NOFA  is  subject  to  the  disclosure 
requirements  and  prohibitions  of  section 
319  of  the  Department  of  Interior  and 
Related  Agencies  Appropriations  Act 
for  Fiscal  Year  1990  (31  U.S.C.  1352) 

(The  ’’Byrd  Amendment”)  and  the 
implementing  regulations  at  24  CFR  part 
87.  These  authorities  prohibit  recipients 
of  federal  ccmtracts,  grants,  or  loans 
fitun  using  appropriated  funds  for 
lobbying  the  foecudve  or  Legislative 
branches  of  the  federal  government  in 
connection  with  a  specific  cmitract, 
grant,  or  loan.  The  prohibition  also 
covers  the  awarding  of  contracts,  grants, 
cooperative  agreements,  or  loans  unless 
the  recipient  has  made  an  acceptable 
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certification  regarding  lobbying.  Under 
24  CFR  part  87,  applicants,  recipients, 
and  subrecipients  of  assistance 
exceeding  $100,000  must  certify  that  no 
federal  funds  have  been  or  will  be  spent 
on  lobbying  activities  in  connection  with 
the  assistance. 

HUD  Field  Offices 
Alabama 

Jasper  H.  Boatright  Beacon  Ridge  Tower,  600 
Beacon  Pkwy.  West  Suite  300, 

Birmingham,  AL  35209-3144;  (205)  290-7645, 
(TDD)  (205)  731-1617. 

Alaska 

Colleen  Craig,  Fed.  Bldg.,  222  W.  8th  Ave., 

#84.  Anchorage.  AK  99513-7537;  (907)  271- 
3669. 

Arizona 

Diane  Domzalski,  400  N.  5th  St,  Suite  1600, 2 
Arizona  Center,  Phoenix,  AZ  85004;  (602) 
379-4754,  (TDD)  (602)  379-4461. 

Arkansas 

Billy  M.  Parsley,  Lafayette  Bldg.,  523 
Louisiana,  Suite  200,  Little  Rock,  AR  72201- 
3707;  (501)  324-6375,  (TDD)  (501)  324-5405. 

California  (Southern) 

Herbert  L  Roberts,  1615  W.  Olympic  Blvd., 

Los  Angeles,  CA  90015-3801;  (213)  251- 
7235,  (TDD)  (213)  251-7038. 

(Northern) 

Gordon  H.  McKay,  450  Golden  Gate  Ave., 

P.O.  Box  36003,  San  Francisco.  CA  94102- 
3448;  (415)  556-5576,  (TDD)  (415)  556-8357. 

Colorado 

Barbara  Richards,  Exec.  Tower  Bldg.,  1405 
Curtis  Street,  Denver,  CO  80202-2349;  (303) 
844-3811. 

Connecticut 

Daniel  Kolesar,  330  Main  Street  Hartford,  CT 
06106-1860;  (203)  240-4508,  (TDD)  (203) 
240-4522. 

Delaware 

John  Kane,  Liberty  Sq.  Bldg.,  105  S.  7th  St., 
Philadelphia,  PA  19106-3392;  (215)  597- 
2665,  (TDD)  (215)  597-5564. 

District  of  Columbia  (including  Northern 
Virginia  and  Montgomery  and  Prince 
George's  Counties,  Maryland) 

James  H.  McDaniel,  820  First  St,  NE, 
Washington.  DC  20002;  (202)  275-0094, 
(TDD)  (202)  275-0967. 

Florida 

James  N.  Nichol,  325  W.  Adams  St, 
Jacksonville.  FL  32202-1303;  (904)  791-3587, 
(TDD)  (904)  791-1241. 

Georgia 

Charles  N.  Straub,  Russell  Fed.  Bldg.,  Room 
688, 75  Spring  St,  SW,  Atlanta,  GA  30303- 
3388;  (404)  331-5139,  (TDD)  (404)  730-2654. 

Hawaii 

Patti  A.  Nicholas,  Acting,  7  Waterfront  Plaza, 
Suite  500, 500  Ala  Moana  Blvd.,  Honolulu, 
HI  96813-4918;  (808)  541-1327,  (TDD)  (808) 
551-1356. 


Idaho 

John  G.  Bonham,  520  SW  6th  Ave.,  Portland, 

OR  97204-1596  (503)  326-7018. 

Illinois 

Richard  Wilson,  Ralph  Metcalfe  Federal 
Building,  77  West  Jackson  Blvd.,  Chicago. 

IL  60604-3507;  (312)  353-1696. 

Indiana 

Robert  F.  Poffenberger,  151 N.  Delaware  St., 
Indianapolis,  IN  46204-2526;  (317)  226-5169. 

Iowa 

Gregory  A.  Bevirt  Braiker/Brandeis  Bldg., 

210  S.  16th  St.,  Omaha,  NE  68102-1622; 

(402)  221-3703,  (TDD)  (402)  221-3703. 

Kansas 

Miguel  Madrigal,  Gateway  Towers  2, 400 
State  Ave.,  Kansas  City.  KS  66101-2406; 

(913)  236-2184,  (TDD)  (913)  236-3972. 

Kentucky 

Ben  Cook,  P.O.  Box  1044, 601 W.  Broadway, 
Louisville.  KY  40201-1044;  (502)  582-5394, 
(TDD)  (502)  582-5139. 

Louisiana 

Greg  Hamilton,  P.O.  Box  70288, 1661  Canal 
St.,  New  Orieans,  LA  70112-2887;  (504)  589- 
7212. 

Maine 

David  Lafond,  Norris  Cotton  Fed.  Bldg.,  275 
Chestnut  St,  Manchester,  NH  03101-2487; 
(603)  666-7640,  (TDD)  (603)  666-7518. 

Maryland  (except  Montgomery  and  Prince 
George’s  Counties) 

Harold  Young,  Equitable  Bldg.,  3rd  Floor,  10 
N.  Calvert  St,  Baltimore,  MD  21202-1865; 
(301)  962-2417,  (TDD)  (301)  962-0106. 

Massachusetts 

Frank  Del  Vecchio,  Thomas  P.  O’Neill.  Jr., 
Fed.  Bldg.,  10  Causeway  St,  Boston,  MA 
02222-1092;  (617)  565-5342.  (TDD)  (617) 
565-5453. 

Michigan 

Richard  Paul,  Patrick  McNamara  Bldg.,  477 
Michigan  Ave^  Detroit  Ml  46226-2592; 

(313)  226-4343. 

Minnesota 

Shawn  Huckleby,  220  2nd  St  South, 
Minneapolis,  MN  55401-2195;  (612)  370- 
3019. 

Mississippi 

Jeanie  E.  Smith,  Dr.  A.H.  McCoy  Fed.  Bldg., 
100  W.  Capitol  St,  Room  910,  Jackson,  MS 
39269-1096;  (601)  965-4765,  (TDD)  (601) 
965-4171. 

Missouri 

(Eastern) 

David  H.  Long,  1222  Spruce  St,  St  Louis,  MO 
63103-2836;  (314)  539-6524,  (TDD)  (314) 
539-6331. 

(Western) 

Miguel  Madrigal,  Gateway  Towers  2, 400 
State  Ave.,  Kansas  City,  KS  66101-2406; 
(913)  236-2184,  (TDD)  (913)  236-3972. 


Montana 

Barbara  Richards,  Exec.  Tower  Bldg.,  1405 
Curtis  St.,  Denver,  CO  80202-2349;  (303) 
844-3811. 

Nebraska 

Gregory  A.  Bevirt,  Braiker/Brandeis  Bldg., 

210  S.  16th  St,  Omaha,  NE  68102-1622; 

(402)  221-3703,  (TDD)  (402)  221-3703. 

Nevada 

(Las  Vegas,  Clark  Cnty.)  Diane  Domzalski, 

400  N.  5th  St.,  Suite  1600,  2  Arizona  Center, 
Phoenix.  AZ  85004;  (602)  379-4754.  (TDD) 

(602)  379-4461. 

(Remainder  of  state) 

Gordon  H.  McKay,  450  Golden  Gate  Ave., 

P.O.  Box  36003,  San  Francisco,  GA  94102- 
3448;  (415)  556-5576,  (TDD)  (415)  556-8357. 

New  Hampshire 

David  Lafond,  Norris  Cotton  Fed.  Bldg.,  275 
Chestnut  St,  Manchester,  NH  03101-2487; 

(603)  666-7640,  (TDD)  (603)  666-7518. 

New  Jersey 

Frank  Sagarese,  Military  Park  Bldg.,  60  Park 
PL.  Newark,  NJ  07102-5504;  (201)  877-1776, 
(TDD)  (201)  877-6649. 

New  Mexico 

R.D.  Smith,  1600  Throckmorton,  P.O.  Box 
2905,  Fort  Worth.  TX  76113-2905;  (817)  885- 
5483,  (TDD)  (817)  728-5447. 

New  York 
(Upstate) 

Michael  F.  Merrill,  Lafayette  Ct.,  465  Main  St, 
Buffalo.  NY  14203-1780;  (716)  846-5768, 
(TDD)  (716)  846-5787. 

(Downstate) 

Joan  Dabelko,  26  Federal  Plaza,  New  York, 
NY  10276-0068;  (212)  264-2885,  (TDD)  (212) 
264-0927. 

North  Carolina 

Charles  T.  Ferebee,  415  N.  Edgeworth  St, 
Greensboro,  NC  27401-2107;  (919)  333-5711, 
(TDD)  (919)  333-5518. 

North  Dakota 

Barbara  Richards,  Exec.  Tower  Bldg.,  1405 
Curtis  St,  Denver,  CO  80202-2349;  (303) 
844-3811. 

Ohio 

Jack  E.  Riordan,  200  N.  High  St..  Columbus, 
OH  43215-2499;  (614)  469-6743. 

Oklahoma 

Katie  Worsham,  Murrah  Fed.  Bldg.,  200  NW 
5th  St,  Oklahoma  City,  OK  73102-3202; 
(405)  231-4973,  (TDD)  (405)  231-4181. 

Oregon 

John  G.  Bonham,  520  SW  6th  Ave.,  Portland, 
OR  97204-1596;  (503)  326-7018. 

Pennsylvania 

(Western) 

Bruce  Crawford,  Old  Post  Office  and 
Courthouse  Bldg.,  700  Grant  St.,  Pittsburgh, 
PA  15219-1906;  (412)  644-5493,  (TDD)  (412) 
644-5747. 
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(Eastern) 

John  Kane,  Liberty  Sq.  Bldg.,  105  S.  7th  St., 
Philadelphia,  PA  19106-3392;  (215)  597- 
2665,  (TDD)  (215)  597-5564. 

Puerto  Rico 

Carmen  R.  Cabrera,  159  Carlos  Chardon  Ave., 
San  Juan,  PR  00918-1804;  (809)  766-5576. 

Rhode  Island 

Frank  Del  Vecchio,  Thomas  P.  O'Neill,  ir., 

Fed.  Bldg.,  10  Causeway  St.,  Boston,  MA 
02222-1092;  (617)  565-5342,  (TDD)  (617) 
565-5453. 

South  Carolina 

Louis  E.  Bradley,  Acting,  Strom  Thurmond 
Fed.  Bldg.,  1835-45  Assembly  St.,  Columbia, 
SC  29201-2480;  (803)  765-5564. 

South  Dakota 

Barbara  Richards,  Exec.  Tower  Bldg.,  1405 
Curtis  St.,  Denver,  CO  80202-2349;  (303) 
844-3811. 

Tennessee 

Virginia  Peck.  710  Locust  St.,  Knoxville.  TN 
37902-2526;  (615)  549-9426,  (TDD)  (615) 
546-9372. 


Texas 

(Northern) 

R.D.  Smith,  1600  Throckmorton,  P.O.Box  2905, 
Fort  Worth.  TX  76113-2905;  (817)  885-5483, 
(TDD)  (817)  728-5447. 

(Southern) 

Robert  W.  Hicks,  Washington  Sq.,  800 
Dolorosa,  San  Antonio,  TX  78207-4563; 
(512)  229-6820,  (TDD)  (512)  229-6885. 

Utah 

Barbara  Richards,  Exec.  Tower  Bldg.,  1405 
Curtis  St.,  Denver,  CO  80202-2349;  (303) 
844-3811. 

Vermont 

David  Lafond,  Norris  Cotton  Fed.  Bldg.,  275 
Chestnut  St.,  Manchester,  NH  03101-2487; 
(603)  666-7640,  (TDD)  (603)  666-7518. 

Virginia  (except  Northern  Virginia) 

Joseph  Aversano,  Fed.  Bldg.,  400  N.  8th  St., 
P.O.  Box  10170,  Richmond,  VA  23240-9998; 
(804)  771-2624,  (TDD)  (804)  771-2820. 


Washington 

John  Peters,  Arcade  Plaza  Bldg.,  1321 2nd 
Ave.,  Seattle,  WA  98101-2054;  (206)  442- 
0374. 

West  Virginia 

Bruce  Crawford,  Old  Post  Ofhce  and 
Courthouse  Bldg.,  700  Grant  St.,  Pittsburgh, 
PA  15219-1906;  (412)  644-5493,  (TDD)  (412) 
644-5747. 

Wisconsin 

Lana  J.  Vacha,  Henry  Reuss  Fed.  Plaza,  310 
W.  Wisconsin  Ave.,  Suite  1380,  Milwaukee, 
WI 53203-2289,  (414)  297-3113. 

Wyoming 

Barbara  Richards,  Exec.  Tower  Bldg.,  1405 
Curtis  St,  Denver,  CO  80202-2349;  (303) 
844-3811. 

Dated  December  20. 1991. 

Jack  Kemp, 

Secretary. 

[FR  Doc.  92-589  Filed  1-13-92;  8:45  am) 
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